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{HE ERROR IN THE “FUNDAMENTAL EQUATIONS”: A 
NEW INTERPRETATION 


After a résumé of the previous discussion between J. M. Keynes and A. H. Han- 
ven, it is shown that the error disappears when the definition of Mr. Keynes’s units of 
goods is changed. On account of the changed definition the equations apply to profit 
levels instead of to price levels, Therefore, following Mr. Keynes’s suggestion for 
stabilizing prices through control of the volumes of investments and savings will re- 
t in a constant profit level instead of in a constant price level. This is demon- 


strated by an example. Since changes in profits, rather than changes in prices, are 
the underlying causes for the business cycle, the value of the equations is enhanced 
by the new interpretation. On the other hand the equations are developed for a very 
simplified community. In order to make the equations valid for a more complex so- 
ety certain factors, not taken into account at present, will have to be included in them. 


In the American Economic Review for September, 1932, Professor 
Alvin H. Hansen called attention to an error in the “Fundamental Equa- 
tions,” which are developed by J. M. Keynes in A Treatise on Money, 
for price indices for consumption goods and for all goods produced in a 
community. The error seems to be so significant that it cannot be cor- 
rected without invalidating some of the basic arguments for Mr. 
Keynes’s conclusions regarding the problem of economic control. It is 
proposed to correct the error by modifying the wording of a basic defi- 
uition slightly. This will make the equations mathematically correct, but 
wil change their significance completely, since they now become indices 
for business profits, instead of price indices. 

Mr. Keynes analyzes an economic society by dividing the total output 
into consumption and investments goods. On this basis he develops mathe- 
matically the two “Fundamental Equations” : 

E I'-S E I-S 
(1) P=—+—- and (2) r=—+—— 
O R O O 
In the equations P represents the average sales price in the period con- 
‘ered of the R units of consumption goods produced. Similarly, =* 
represents the average sales price of the O units of all goods produced. 
E, the sum of wages, rentals and interests on debts, is the total sum of 
earnings of the members in the community. The part of earnings not 
‘pent for purchases of consumption goods is designated as “savings,” S. 
I represents the total value of investment goods purchased during the 


k * The lower case x which is used here corresponds to the capital x which is used by 
evnes, 
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conditions. The definition will be simplified if the unit cost of produc- 
tion, which can be chosen arbitrarily, is taken as equal to the monetary 
ynit, for instance to one dollar. The unit defined is then any quantity of 
woods which can be produced for one dollar. In the following, this unit 
i called a “cost unit.” The cost unit is not closely related to any 
ordinary physical unit, but it resembles Mr. Keynes’s originally defined 
physical unit, in that it is an expression for the value of the monetary 
ynit in the community. 

A study of the derivation of the “Fundamental Equations” in A 
Treatise on Money, volume I, pages 135-187, reveals that when the orig- 
inal physical unit is replaced with the cost unit, the mathematical calcu- 
lations can no longer be criticized, since equation (8) now is correct. 
Accordingly, the surprising, but true inference must be made that the 
“Fundamental Equations” (1) and (2) in A Treatise on Money give 
prices for cost units instead of prices for the physical units employed 
in the treatise. The absolute validity of the two formulae, of course, is 
limited to a community which maintains the same extreme simplicity in 
its financial transactions, as in the one analyzed by Mr. Keynes. 

The question then arises: Will the conclusions drawn from the “Funda- 
mental Equations” by Mr. Keynes be altered by the substitution of cost 
units for physical units? 

Mr. Keynes’s principal deduction is that a price equilibrium will be 
obtained when the prices of P and % are kept constant. From equations 
(1) and (2), it is seen that these prices depend upon the values of 
E, R, O, I, I’, and §. As we have two equations, if two of the factors, 
investments J and savings S, are under absolute control of the com- 
munity, it will at all times be possible to vary these factors in such a 
vay that they counteract variations in the other factors, thus main- 
taining P and ® at fixed values. Therefore, Mr. Keynes claims proper 
control of investments and savings can insure a constant price level. 

If P in equation (1) and * in equation (2) represented the prices for 
the physical units that Mr. Keynes supposes they do, it is evident that 
this postulate would be correct, within the limits imposed by the sim- 
plicity of the community treated. As we have seen, however, P and 7, 
represent the price obtainable for a cost unit, of consumption goods and 
of all goods produced, respectively. These prices are the prices obtain- 
able for each dollar expended for production. The profit made on each 
unit is the price less the cost of production or P-1 on a unit of consump- 
tion goods, and %-1 on a unit of all goods produced. In other words, the 
essential characteristic of the prices for cost units is that they are direct 
expressions for the profits made per unit. They are “profit indicators.” 
To keep P and ® constant therefore means that profits will remain fixed, 
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9 cents per cost unit of consumption gocds (wheat), totaling $200, and 
9 cents per cost unit of investment goods (tractors), totaling $300. 

With these rates of profits, the economic life of the community is sup- 
posed to be orderly and satisfactory to consumers as well as to business. 
But what would happen if some technological improvements were made 
in production methods? Suppose that the business enterprises in a suc- 
ceeding month, month 2, reduce their production costs 50 per cent for 
both consumption goods and investment goods by taking advantage of 
new methods invented; and that the community, committed to follow 
Mr. Keynes’s recommendations for price equilibrium, maintains P and * 
at their values in month 1. 

The influence of the reduced production costs are found from the 
following computations: 


Consumption Investment All goods 
goods goods (wheat plus 
(wheat) (tractors) tractors) 
Production in physical units, as in 
2,000 bushels 2 tractors 2,000 bushels 
+2 tractors 
Total production cost 50 per cent of 
month 1... $500 $500 $1,000 
This gives number of cost units pro- 
Sales prices P and II per cost unit are 
P=$1.20 P’ = $1.30 Tl = $1.25 
Therefore the total income from 
$1.20 X 500 = $600} $1.30 X 500 = $650) $1.25 X 1,000 = 
$1,250 
And the sales price per physical 
per bushel $.30 | per tractor $325 
While the total profitis........... $.20 X 500 = $100 | $.30X500=$150 | $.25*1,000= 
$250 


_ The price P’ has been determined from equation (4). Since the decrease assumed in produc- 
tion costs is the same for consumption goods and investment goods, P’ is found to have the 
same value as in month 1. 


It is evident that the expected constant price level has not been the 
result of keeping P and ® constant. On examination the tabulated com- 
putations show that the penetrating effects of the technological improve- 
ments in month 2 have been: first to decrease the number of cost units 
50 per cent though the production measured in physical units was 
exactly the same as in month 1; secondly to lower the price per bushel of 
wheat and the price per tractor most severely, notwithstanding the fixed 
prices maintained for cost units; and thirdly to decrease the total profits 
made as much as 50 per cent. 

To have maintained in month 2 the prices prevailing in month 1 for 
physical units (60 cents per bushel of wheat and $650 per tractor), 
would have required the community to increase P to $2.40 and = to 
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ata level which experience has shown to be satisfactory for the progress 
of the community. Inasmuch as Mr. Keynes also advocates keeping P 
and 7 constant, this seems to coincide exactly with his recommendations. 
However, Mr. Keynes bases his conclusions on the opinion that it is de- 
jrable to keep the price level of physical units of commodities constant: 
but because P and ® are not expressions for this price level, such a price 
qquilibrium will not result; and it would be harmful under the conditions 
considered, if it did. 

In A Treatise on Money attention is centered upon the price level. 
Less is said of the importance of profits. Nevertheless the profit possi- 
bilities are of more fundamental importance for the welfare of a com- 
munity, first on account of their direct influence on the distribution of 
realth, but mostly because the quest for profits is the motivating force 
for the undertaking of business ventures. Unquestionably, for the main- 
tenance and for the progress of the economic life in a capitalistic society 
it is imperative that the majority of business enterprises should be able 
tomake gains on their transactions. If this condition does not prevail, 
not only is the incentive for economic activity lacking, but penalties in 
the form of losses are being inflicted upon those who attempt to continue 
in business, penalties that more often than not will force them to abandon 
their endeavors. The most detrimental policy for a capitalistic society 
to follow would be to permit the prices obtainable per cost unit of con- 
sumption goods, P, or of investment goods, P’, or of both, to fall below 
1 for any length of time, since this signifies that losses will be incurred 
on business transactions in general. 

A secondary effect is that the employees will gain at the expense of 
the employers. Inasmuch as almost immediately a gradual cessation of 
business ventures will begin, accompanied by bankruptcies and unem- 
ployment, serious disruptions in the life of the community are unavoid- 
able under such conditions. No community, of course, would deliberately 
pursue a policy like this, but it might happen fortuitously, either through 
a complete lack of control or through an inexpedient control of influ- 
ential economic factors. Many indications tend to show that in such 
ways the general disappearance of profits has actually happened in most 
countries during this and previous depressions. 

The antithesis to the dismal picture of a period when losses are the 
rule of business, is a period when large gains can be made, in other words, 
when the profit indicators P, P’, and % have values liberally exceeding 1. 
Even such a period cannot be considered favorable to the stable develop- 
ment of a community, for the reason that, due to the large profits made, 
capital will rapidly accumulate to the successful business enterprises. As 
experience has shown, this in the past has resulted in an expansion of 
production in excess of the purchasing power of the population. The 
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impossibility of disposing of the total output of goods above or at cog; 
prices has acted as a check on production after a while, and the doyp. 
ward trend of the business cycle has begun. 

Along with the problem of avoiding the alternating periods of slumps 
and booms in a modern society there must be faced the necessity of regu- 
lating more effectiv: the general magnitude of business profits. Up- 
doubtedly, one of the most essential tasks confronting the government 
of a capitalistic state is to balance profits in such a way that they are 
large enough to provide an incentive sufficient for the development of 
business, without at the same time being so generous as to create a seri- 
ous inequality in the distribution of wealth. For the solution of this prob- 
lem the actual price level is of secondary importance, since profits can be 
obtained with low prices, as well as with high, when costs are adjusted 
correspondingly. What determines the size of business profits is solely 


the ratio between prices and costs. 
When interpreted as outlined, Mr. Keynes’s equations express this 
relation explicitly by factors, which are open to quantitative measure 


ment through the collection of the proper statistical data. This might 
indicate that they are destined to become very valuable tools in the 
hands of economists working on a quantitative explanation of our eco- 
nomic troubles. Furthermore it seems that based on them it might be 
possible to develop a plan for the control of the factors which deter- 


mine business profits. Yet, in this connection it must not be forgotten 


that the equations for P and %, as given in (1) and (2), are in a very 
crude form, because y are developed for a community which is ex- 
ceedingly simplified ts business transactions. Many ramifications 
which make financial interrelationships very complicated in a modern 
‘apitalistic society, s is foreign trade, sales on a credit basis, the 
influence of depreciation and obsolescence of production facilities, and 
above all, bank credit, are supposed not to exist in the community con- 
sidered and are not taken into account in the equations. As a result, 
the two equations developed are much less complicated than they would 
have been had these factors been included. For this reason, it cannot be 
expected that the equat n their present form will give more than 
a vague picture of the profit conditions in the economic life of an actual 
country. But to imp) | in this respect is relatively simple. 

When this improvement has been made, the writer believes the “Fun- 
damental Equations” be truly deserving of their name, since they 
can then contribute substantially toward the solution of the basic eco- 
nomic problem in a « . society, the control of the profit level. 


K. Riipner-PETeRseN 
New York City 
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ct THE CONCEPT OF PROPERTY 
a» APPLIED BY COURTS IN LABOR CASES 


During the latter part of the nineteenth century, the Supreme Court enlarged its 
(nition of property in public law. A similar enlargement was accomplished in labor 
- hy the use of the injunction as well as by an increasing use of contracts in indus- 
trial relations, both of the “yellow-dog” variety and in collective bargaining. The 
sonsequences of this broader definition of property are examined. With respect to the 


property rights of business, it is found that it leads to forbidding any interference 
with a labor market bound by “yellow-dog” contracts and potentially with any labor 
»arket at all; with respect to the consumers’ market, any interference is an invasion 
f property rights under federal court decisions. With reference to the property 
sights of the individual worker, they are found to be generally less exactly defined 
than those of the employer. Finally, property rights of unions are almost unrecognized, 
except where trade agreements exist in which case labor’s rights are correlative with 


employers 


I 


The development of the idea of intangible property through the inter- 
nretation of the Fifth and the Fourteenth amendments to the Constitu- 
tion has been traced by Professor John R. Commons.’ Between 1870 and 
1890 these amendments were virtually rewritten by the United States 
Supreme Court, so that property no longer means merely corporeal, 
or even incorporeal, property as it did when the first Slaughter House 
case’ was decided in 1873. Property has now come to include the idea 
of a business as a going concern, with all the implications of that 
phrase.® The Fifth and the Fourteenth amendments, however, merely af- 
fect the relation of the state or the federal governments to the individual ; 
they are not prohibitions against the taking of property without due 
process of law from individuals by other individuals.* When these amend- 
ments were written there was no necessity for further elaboration of 
this subject; the criminal and civil law governed any possible case in 
which the property of one person was taken by another: burglary, 
robbery, embezzlement and the like were all offenses against the peace 
of the community. With the extension of the meaning of the word “prop- 
erty,” however, in the case of relations between the state and the in- 
dividual, no provision was made by statute law governing the relations 
between persons for a similar extension. Robbery still means the taking 
of tangible property from a person in his presence; so also with burglary, 
arceny, and the like. The only important exception to this has been 
‘Legal Foundations of Capitalism (New York, Macmillan, 1924), especially chap- 


ter 2 
*16 Wallace 36. 
‘Cf. the first Minnesota Rate Case, 134 U.S. 418 (1890). 
“Cf, the Civil Rights Cases, 109 U.S. 3 (1898). Speaking of the prohibition against 
‘xing property in the Fourteenth amendment, the Court said, “It is State action of a 
particular character that is prohibited. Individual invasion of individual rights is not 
‘he subject matter of the amendment.” 
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ought not to be directed so much toward an attempt to whittle down 
the courts’ prerogatives and the definition of property as toward a 
nore extensive use of the injunction by unions themselves* and an elabor- 
ation of the concept of their own property rights. Comparatively little 
rogress has been made in this direction—although in some places, par- 
ticularly New York, the unions have within the last few years been more 
agoressive than formerly in demanding equity protection for their own 
interests (see section IV of this paper)—but some rather interesting 
possibilities have been raised by Section 7 (a) of the National Industrial 
Recovery act. Certainly, it cannot be said that this latter course can 
meet with any less success than that attained by the former. 

A choice of action, then, lies before labor ; which it will take remains to 
be seen. Granting, for the sake of argument, that from now on labor 
seeks to extend the property concept to its own field, with how much 
success is it likely to meet? To answer this question we must examine 
some of the more familiar decisions of the courts and then go on to look 
at some more recent cases which are not so well known. We propose, 
therefore, to discuss in the first place labor cases in which the extent 
of the property rights of a business is concerned; secondly, those in 
vhich the property rights of the individual are dealt with; and finally, 
the question of whether organized labor has, on its part, property rights 
similar to those claimed by business. 


II 


The relations of a going concern reach in several directions: in one, 
toward the market for raw materials; in another, toward the financial 
market; in a third, toward the labor market; in a fourth, toward the 
consumers’ market. Collectively, its relations with these various markets 
constitute its good-will. Organized labor’s aggressive tactics are ordi- 
narily aimed at two of these when it becomes a question of building up 
or of maintaining organization; through its control of them labor secks 
to induce or coerce the employer, directly or indirectly, to accede to 
its demands. These two, of course, are the labor market and the con- 
sumers’ market, the former reached, controlled and/or cut off from 
the employer by strikes, picketing, collective bargaining and the like; 
the latter by boycotts, unfair lists, union labels, picketing again, and 
the like. The question then becomes this: Is free access to these markets 
a property right of the employer, or are they rather a middle ground 
open to the stronger contestant? Is injury resulting from conflict for 
control of them a case of damnum absque injuria or otherwise? What 
will the courts do if a contractual relation exists which the union seeks 


*As, for instance, by Clement Wood and McAlister Coleman in Don’t Tread on Me 
(New York, V anguard, 1928), especially chapter 2 
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to break up? If no such relation exists? While the leading decisions j, 
such cases as these are well known, it may be well to review them briefy 
directing our attent to the concept of property enunciated in then, 

As to the emp right to freedom of access to the labor marke. 
the leading decision seems to be that of the majority of the Supreme 
Court in the case of the Hitchman Coal and Coke Company vs. Mitchel]! 
Mr. Justice Pitney, delivering the opinion of the majority, wrote thes 
words: 


In short, plaintiff was and is entitled to the good will of its employees, 
precisely as a merchant is entitled to the good will of his customers although 
they are under no obligation to continue to deal with him. The value of the 
relation lies in the reasonable probability that by properly treating its en. 
ployees, and paying them fair wages, and avoiding reasonable grounds of 
complaint, it will be able to retain them in its employ, and to fill vacancies 
occurring from time to time by the employment of other men on the sam 
terms. The pecuniary value of such reasonable probabilities is incaleulably 


great, and is recognized by the law in a variety of relations. . .. 


This quotation, of course, must not be torn from its context. There 
were, in this case, anti-union contracts in force which might be presumed 
to give the employer a stronger claim to protection against union or. 
ganizers than would otherwise exist. Indeed, in two inferior court cases 
where anti-union contracts did not exist, the courts refused to interfere 
with the attempt to unionize the workers.”° Yet the injunction issued on 
the basis of this decision, extended not only to the then employees of 
the company but to “any person who might become an employee of 
plaintiff” as well. Further, the fact that in this present economic world 
a surplus of possible employees is the rule is sufficient to make it evident 
that refusal on the pa f a newly-engaged employee to agree not to 
remain or become a mn member, where such an agreement is re- 
quired as a conditi f employment, is tantamount to refusing to 
take a job. Likewise, fact that such “yellow-dog” contracts are not 
required to be in writing, but may be merely oral—a fact remarked on 
by the court in this case—points in the same direction. Between the 
two of them, it seems evident that unionization is possible only where 
a strong union already exists and that extension of union conditions 
can easily be thwarted by an employer if he chooses to do so. The broad 
language of the decision and the broader language of the decree allowed 
by the Court lay down, it seems to us, the basis for an unquestionabl 
property right of the « ver in freedom of access to the labor market. 
It may be that a later decision will modify or restrict this right, but 


°245 U.S. 229 (1917 
” Diamond Block Coal United Mine Workers of America, 188 Ky. 47 
(1920) ; Gasaway vs. Bi d Coal Corporation, 278 Fed. 56 (1921). 


1934 | 


ntil th 
to rule 
Whe 
consul 
boycot 
throug 
compl: 
and th 
contr: 
there 
an in; 
gone 
exists 
to th 
TI 
ing” 
Tl 
posi 


unla 
denc 


opil 
Ho 
this 
in 

ba 


i 


1934] Concept of Property: Labor Cases 607 


until the Supreme Court takes this step the Hitchman case would seem 
to rule.” 
When it comes to finding the courts’ idea of property rights in the 
F consumers’ market, our best source is in the cases involving secondary 
hoycotts; for the purpose of a secondary boycott is to exert pressure, 
through the medium of third parties, on the employer who refuses to 
comply with union conditions. If a contract exists between the employer 
and the third party, and the union induces the third party to breach this 
contract, the case will be parallel to the facts in the Hitchman case; 
there would be little question that property was being damaged and that 
an injunction should issue to prevent such damage. But the courts have 
zone further than this: the rule seems to be that, whether a contract 
exists or not, the employer has a property interest in freedom of access 
to the consumers’ market. 

Thus, in the case of the Duplex Printing Press Company vs. Deer- 
ing’ we find this statement written by Mr. Justice Pitney: 


That complainant’s business of manufacturing printing presses and dis- 
posing of them in commerce is a property right, entitled to protection against 
unlawful injury or interference . . . is proved by clear and undisputed evi- 
dence. 


With this as a basis the court decided, in spite of the dissenting 
opinion of Mr. Justice Brandeis, concurred in by Messrs. Justices 
Holmes and Clarke, that an injunction had properly issued to protect 
this property right. This doctrine of the property right of an employer 
in uninterfered-with freedom on the consumers’ market can be traced 
hack to Gompers vs. Buck’s Stove and Range Company” and to Loewe 
vs. Lawlor,"* otherwise known as the Danbury Hatters’ case. The former 
case involved only an unfair list, but the court still held, by implication, 
that a property right was threatened and that an injunction should 
issue to protect it: “The courts’ protective and restraining powers ex- 
tend to every device whereby property is irreparably damaged or com- 
merce is illegally restrained. . . .” So also, in the Danbury Hatters’ case, 
the complaint averred, among other things, that the defendants “en- 
tered into a combination and conspiracy” in order “to injure the proper- 
ty and business of the plaintiffs by means of acts done which are for- 


"It is not intended that this discussion should leave the impression that the il- 
legality of inducing breach of contract is a new notion. What is new is the existence 
of anti-union contracts on a wholesale scale. For decisions regarding the legality of 
such contracts, ef. Adair vs. United States, 208 U.S. 161 (1908), and Coppage vs. 
Kansas, 236 U.S. 1 (1915). By these decisions, the Supreme Court has refused to allow 
Congress or the states to interfere with such contracts or to declare them illegal. 

U.S. 443 (1921). 

#221 U.S, 418 (1911). 

“208 U.S. 274 (1908). 
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Or, again, 


Here is a direct invasion of the ordinary business and property rights of a 
person, unlawful when committed by any one, and remedial because of its 
otherwise irreparable character by equitable process, except when com- 
mitted by ex-employees of the injured person. If this is not a denial of the 
equal protection of the laws, then it is hard to conceive what would be... .** 


Thus the circle seems to be closed. The definition of property has been 
changed by the courts in public law, the courts have applied the new 
definition in private law, the courts have refused to allow the legisla- 
tyres to revert to the older and more restricted definition and thus have 
made equitable relief in labor disputes a veritable property right itself. 
On what grounds, then, could the original version of the Shipstead 
anti-injunction bill’ have stood? For this was, once again, clearly an 
attempt to restrict the federal courts to corporeal property as a basis 
for granting injunctive relief. It is almost inconceivable that it would not 
have been found unconstitutional. 


When it comes to the question of whether the individual worker has 
a property right in freedom of access to the employment market we 
must consult the state rather than the federal courts. 

As to the individual’s property right in a particular job as against 
his employer, there is none. It is well settled that an employer may dis- 
charge for any reason or for no reason at all, just as an employee may 
cease working for any reason or for no reason at all.” 

For the employer to blacklist an employee, however, is apparently il- 
legal.*® Nevertheless, court decisions” have so modified this rule that it 


is generally ineffective. There appears to be no conspiracy doctrine to 
cover this point. 


*The dissenting opinion of Mr. Justice Brandeis may well be contrasted with this 
decision. The conflict of opinion is representative of the conflict between two schools 
of thought on the nature and rights of property, on the relation between state and 
citizen, on the relation between state and nation, and on the relation between legis- 
lature and judiciary. 

"70th Congress, Ist session, S. 1482. Amending the judiciary act of March 8, 1911: 
“Section 28. Equity courts shall have jurisdiction to protect property when there is no 
remedy at law; for the purpose of determining such jurisdiction, nothing shall be 
held to be property unless it is tangible and transferable, and all laws and parts of 
laws inconsistent herewith are hereby repealed.” 

While it might be argued that, since the inferior federal courts are creations of 
Congress and therefore have their jurisdiction set by Congress, Congress could simply 
refuse to protect intangible property by not creating courts to handle such cases, it 
is extremely unlikely that the Supreme Court would have acquiesced in this argument. 
~ io vs. United States, 208 U.S. 161 (1908); Coppage vs. Kansas, 236 

"Cf. Blum, op. ecit., p. 184f. 

” Notably Boyer vs. Western Union Telegraph Co., 124 Fed. 246 (1908). 
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nized in equity as property when assailed by a labor combination, unless ir- 
reparable damage is about to be committed . . . and that no relief by injunc- 
tion shall be granted save in like cases for which there is no remedy at law. 
That a man cannot resort to equity respecting his property right to work 
in the ordinary case simply because he is a laboring man, or that he cannot 
have the benefit of an injunction when such remedies are open freely to own- 
ers of other kinds of property, needs scarcely more than a statement to dem- 
onstrate that such man is not guarded in his property rights under the law 
to the same extent as others. 


Thus it was held that a man’s calling is part of his property and 
that he cannot be deprived of it by another with impunity. The case 
follows and confirms the general doctrine laid down by the same court 
in Plant vs. Woods™ but seems to conflict with the case of Pickett vs. 
Walsh.2* One commentator notes that this “doctrine that a strike to 
compel the discharge of non-union employees is per se illegal” is followed 
not only in Massachusetts but “apparently by New Jersey, Pennsyl- 
vania, Vermont, and perhaps Maryland and New Hampshire.” Pre- 
sumably, then, these states also adhere to the same concept of property 
in this respect. 

In other jurisdictions, on the other hand, the opposite doctrine is 
held. Kemp vs. Division No. 241°° settled the question in Illinois with 
the opinion that a strike to organize a shop is legal and that any loss 
suffered by a non-union employee because of such a strike is damnum 
absque injuria: 

Every employee has a right to protection in his employment from the 
wrongful and malicious interference of another resulting in damage to the 
employee, but if such interference is but the consequence of the exercise of 
some legal right by another it is not wrongful, and cannot, therefore, be made 
the basis for an action to recover consequent damages. . . . 

If it is proper for workmen to organize themselves into such combinations 
as labor unions, it must necessarily follow that it is proper for them to adopt 
any proper means to preserve that organization. If the securing of the closed 
shop is deemed by the members of a labor union of the utmost importance 
and necessary for the preservation of their organization, through which, 
alone, they have been enabled to secure better wages and better working con- 
ditions, and if to secure that is the primary object of the threat to strike, 
even though in the successful prosecution of the object of the combination 
injury may result incidentally to non-union men through the loss of their 
position, that object does not become unlawful. .. . 


This doctrine is followed definitely in California, Connecticut, Illinois, 
Indiana, Minnesota, New York, and Oklahoma, and seems to be followed 


* 176 Mass. 572 (1900), 

*192 Mass, 572 (1906). 
= B. Sayre, A Selection of Cases and Other Authorities on Labor Law (Cam- 
‘ridge, Harvard University Press, 1928), p. 318n. 

*255 Ill. 212 (1912). 
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in Florida, Nebras North Carolina and Texas as well.”" It appears 
then, that the q of property right in such cases as these is sti] 
moot in genera! 7 eh decided in certain jurisdictions, In Any event 
we have as yet no clea t doctrine of the property interest of a man jy 
his job against a ers at all comparable to the doctrine of th 
manufacturer’s property interest in freedom of access to his varioy 
markets. 
IV 

Finally, we co ») the question of whether an organized group of 
workers has any property rights on its part. If such rights exist, pre- 
sumably an employer or a group of employers could invade them by 
any of several co! ible means: discrimination against union men- 
bers in hiring or firing, instituting a general lockout in order to break 
up a union, black! y union members, conspiring against union or- 
ganizers, violation of agreements made with a union—any of thes 
might constitute g ls for action if there is such a thing as a union's 
having a property 

In the absence of a trade agreement, the general doctrine covering 
such instances as t! ; that an employer is free to hire and fire as he 
pleases ; he may make any condition of employment he chooses. The lav 
does not generally ognize a property right on the part of the union 
in its good-will, which would be the parallel of the property right of 
the employer in the good-will of his customers and employees. 

But where a trade agreement actually exists, equity will step in to 
protect it. Although unions have been slow, speaking generally, in taking 
cases to court agai ployers, some instances have occurred in which 
the injunction has |} rht and used to protect the union member- 
ship from discrimi1 

Thus, in Schlesing: Quinto” the union had a contract with the 
employers’ association—the Cloak, Suit and Skirt Manufacturers’ Pro- 
tective Association. 7] inion secured an injunction prohibiting the de- 
fendants 
from combining and ng to order, direct, instigate, counsel, advise ot 
encourage members of lefendant association to violate a certain agree- 
ment made between th: ation and plaintiffs’ union, and from doing any 
act in furtherance of nspiracy. 

On appeal, the injunction was affirmed. The New York Supreme Court 
hearing the case said 

In Grassi Constructing Co. v. Bennett, 174 App. Div. 244, the court said: 
“Where a strike or ot n is threatened by a labor union in violation 


™ Sayre, op. cit., p. 811 
* New York Suprem« t, 117 Misc. 735 (1922). 
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of its contract or of the contract of its members with their employers, the 
‘yrisdiction of a court of equity to issue an injunction is well recognized.” 
“In the case of Beattie v. Callanan, 82 App. Div. 7, the defendant, a labor 
snion, sought to induce workers who were under contract with their employer 
to quit work and in other ways to interfere with the performance of the em- 
ployment contract. The union was enjoined from interfering. . . . 

Abundant additional precedents exist supporting plaintiffs’ plea for equit- 
able relief, but it would serve no useful purpose to enumerate them. The 
only distinguishing feature in the instant case is that the applicants are the 
workers. They are entitled to have exercised in their behalf the restraining 
power of the court when their legal rights are obstructed to the same extent 
as it has been exercised to protect the contractual rights of the employers. 

It cannot be seriously contended that the plaintiffs have an adequate rem- 
edy at law. That the damages resulting from the alleged violation of the 
agreement would be irremediable at law is too patent for discussion. .. . 


A similar instance arose in the case of Rifkin vs. Mandelbaum” and 
again the court enjoined the defendant from hiring other than union 
members or from continuing to employ non-union men and women. 

In the pocketbook trade in New York City, several cases have come 


up in which the employer has tried to get out from under union con- 


ditions by moving his place of business.” In the court of first instance, 
in the case of Goldman vs. Cohen, the defendant was actually enjoined 
from closing up his Manhattan shop and moving it to Lynbrook, Long 
Island. On appeal, this portion of the injunction was vacated, but the 
defendant was ordered not to refuse to employ union men at its new 
place of business so long as they were available: 


The making of the contract being conceded and upon this record the same 
subsisting in full force and effect, the plaintiffs are entitled, pending the trial 
of the action, to injunctive relief for the protection of such of their rights 
as are threatened and the violation of which will produce irreparable damage. 
Usually in the past it has been the employer who has sought the help of 
the courts for the protection of his rights, but obviously the same principles 
of law apply equally to both employer and labor union. Where a strike is 
threatened by a labor union in violation of its contract with an employer, the 
right of a court of equity to issue an injunction to prevent such contractual 
Violation is well settled... . 

Likewise where an employer is threatening to order a lockout of his em- 
ployees in violation of his contract with the labor union in behalf of his 
employees, the right of a court of equity to prevent such contractual viola- 
tion is necessarily measured by the same principle. . . . In both cases an 
injunction should issue where there is no adequate remedy at law and the 
damages are irreparable. ... 


*Supreme Court, New York County, April 14, 1928; 10 Law and Labor 142. 


*Goldman vs. Cohen, Supreme Court, New York County, January 26, 1928, 10 Law 
and Labor 63; Supreme Court, Appellate Division, March 2, 1928, 10 Law and Labor 
». Goldman vs. Wile Importing Co., Supreme Court, New York County, July 31, 1928, 


10 Lav and Labor 207. Goldman ve. Rosenzweig, New York Law Journal, August 9, 
1928, 10 Law and Labor 207. 
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The resettled order should . . . be modified so that the same shal] enjoin paucit, 
the defendants during the pendency of the action from locking out or threat. able to 
ening to lock out, rging or discontinuing employment of any worker; sble at 
employed by the defendants on account of membership in or affiliation with ) The 
the said Internationa! Pock tbook Workers Union and from refusing to en- wi 
ploy as needed work« nt by the union at the defendants’ factory at Lyp. sector 
brook. ... ‘ the sit 

Blacklisting, as we have already said, is illegal. It does not seem to set 
have been settled, however, whether blacklisting is of the nature of , ae 
conspiracy or not. I! blacklist can fairly be taken as a parallel to sec 
the unfair list, it would follow that a union could have its use enjoined “ae 
on the doctrine of Gompers case cited supra. pane 

Where no trad nent exists, or where one does exist and the gt 
plaintiff does not come into court with clean hands, the lockout would the el 
seem to be allowed the same latitude as the strike if the doctrine laid 
down in Moran vs. Lasette®™ is authoritative: 

varae 

If motives were d native of this appeal, we should hold that the expli 
primary motive of nd master plumbers was, respectively, to gain and wise 
to defeat a wage incr: We are here dealing, however, with a question of if it 
legal right. Unless sur? red by agreement, the right to lockout was cor- prop 
relative with the p »’ right to strike. No injunction may issue if the an it 
agreement was esse! breached by plaintiff, or if it did not prohibit a resp 


lockout. . . . (Italics relat 


We have already | cases to show that in a non-union field where I 
the employees are not bound by anti-union contracts the union has the is 0 
right to try to organize the men by peaceful means.” These cases, how- rat] 
ever, have made this point negatively: An employer, apparently, has no car 
equitable relief against organizers in such a field; whether the organizers and 
would have equitabl ef against an employer who tries to hinder bro 
their work has nev: the best of our knowledge, been determined. anc 
If so, we could say definitely whether a union has or has not a property cou 
right in freedom of ac to the unorganized labor market that is similar Ini 
to that of the employ freedom of access to the labor market in ger- 
eral. 

It is evident, then, he cases just cited—bearing in mind the ke 
authority of the co which they were decided® and their relative 

ag 

* New York, Supreme | t, Appellate Division, Pirst Department, June 24, 1927; “6 

0a 

9 Law and Labor 183. rs 

See note 10, supra. But notice, also, that these are decisions by inferior courts . 
and that the decree all the Hitchman case might be construed to make them 
of no effect. ‘ 

* It should be noted tl New York, the Supreme Courts are not supreme courts ~ 
at all; they are courts of first nce. Likewise the Supreme Court, Appellate Di- ; 
vision, corresponds to the S r Courts of other states. New York’s Supreme Court 


is the Court of Appeals 
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wucity"—that the best that can be said is that labor may yet be 
able ie build up, through court decisions, a body of rights recogniz- 
able and enforceable. 

The question may be raised, however, as to whether the now-famous 
section 7 (a) of the National Industrial Recovery act* will not change 
‘he situation somewhat and strengthen labor’s claim to a property in- 
‘rest in its organization. While the whole of this Act is subject to 
review by the courts, it may be that in construing this section of the 
Act they will follow the dictum appended to the federal Supreme Court’s 
jecision in the ease of the Texas and New Orleans Railroad Company vs. 
Brotherhood of Railway and Steamship Clerks** in which, speaking of 
a provision in the federal Railway Labor act allowing railroad employees 
to choose their own representatives to deal with the representatives of 
the employers, the court said: 

It may be doubted whether Section 20 [of the Clayton act] can be re- 
varded as limiting the authority of the court to restrain the violation of an 
explicit provision of an act of Congress, where an injunction would other- 
wise be the proper remedy. It is not necessary to pass upon this point, for 
if it could be said that it was necessary in the present instance to show a 
property interest in the employees in order to justify the court in granting 
an injunction, we are of the opinion that there was such an interest, with 
respect to the selection of representatives to confer with the employer in 
relation to contracts of service, as satisfied the statutory requirements. 


It must be pointed out, however, that what is laid down in this dictum 
is not the property right of the union in organizing the workers, but 
rather the property right of the workers in organizing a union if they 
care to do so, and further that this right appears to be incidental to, 
and possibly arises only out of, the peculiar circumstances of the case 
brought under a federal law governing the relations between employers 
and employees in the railroad industry. It may be, of course, that the 
courts will seize upon this dictum to uphold this part of the National 
Industrial Recovery act. 


“E. E. Witte, in “Labor’s Resort to Injunctions,” 39 Yale Law Journal 374ff., and 
in The Government in Labor Disputes (New York, McGraw-Hill, 1932), pp. 231ff., 
lists a total of 91 cases in which unions sought injunctions against employers or pub- 
lie officials. 

“73d Congress, Public No. 67, Section 7 (a): “Every code of fair competition, 
agreement, and license approved, prescribed, or issued under this title shall contain 
the following conditions: (1) That employees shall have the right to organize and 
bargain collectively through representatives of their own choosing, and shall be free 
from the interference, restraint, or coercion of employers of labor, or their agents, in 
the designation of such representatives or in self-organization or in other concerted 
activities for the purpose of collective bargaining or other mutual aid or protection; 
*) that no employee and no one seeking employment shall be required as a condition 
of employment to join any company union or to refrain from joining, organizing, or 
‘ssisting a labor organization of his own choosing; . . .” 

"281 U.S. 548 (1980). 
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he courts to jump, if they uphold the constit,. 
| be the anti-“yellow dog” provision. It has beg 
ind so clearly that such contracts are valid and 


7 


inction® that it will take much logic-chopping 
ous decisions. In former times, however, th. 
1aged to do similar feats,** and it may be that 
pheld on emergency grounds and thus carry with 
ler other circumstances, would undoubtedly be 


s do stand the test of constitutionality, and jj 
their opportunities, the air will be consider. 
certain areas of conflict will still exist: }; 

not be content with accepting the collective bar. 
; it may seek actively to promote organiz- 

se, can it go? Can it use the boycott, the strike, 
ther decisions of the courts will have to go by 
» individuals do not want to bargain cd- 
follow the Massachusetts or the Illinois doc- 
ull we revert to a damnum absque injuria 
decisions stand; or shall we go still further 
labor has a property interest in freedom 
market which can be protected by injunc- 


ns’ terminology, where one party has a 
“no-right.” If employers have a right to 
isumers’ market, employees must necessarily 
rfere with that “right.” If an individual worker 
of access to the employment market, his 
must necessarily have a “no-right” to inter- 
nployees have a “right” to bargain collectively, 
ily have a “no-right” to interfere with such 
zht” of the employees may well conflict, if it is 
already recognized “rights” of employers. 

can remain in the future. It may well be that 

| be the doctrine resorted to in the end as 
before the Supreme Court modified its definition 
taint of conspiracy removed from its ac- 
ceptable to labor. 
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HOW GERMANY REDUCED UNEMPLOYMENT 


Within little more than a year unemployment in Germany decreased more than 50 
per cent. This has aroused questions as to whether this development is “natural” or 
“artificial.” An analysis of the causes of unemployment in Germany makes evident 
that all ideas of automatic readjustment had to be discarded. An active attitude of 
the government was required in order to cope with the situation. The article describes 
the development of public works, especially the system of revolving funds to finance 
these enterprises without currency inflation. Special legal methods of stimulating 
regular business are reviewed. The unemployment problem of young people has been 
solved by the Landhilfe and the Voluntary Labor Service. Whereas in 1933 the number 
of public workers increased rapidly, it decreased in the summer of 1934 as regular 
business became more and more able to absorb public workers. Consequently, an 
eventual decline of regular business can be checked by again extending public works. 


Hitler’s coming to power and Germany’s all-time record of unemploy- 
ment coincided when more than 6,000,000 people registered as unem- 
ployed on January 31, 1938. Soon after its installation, the new ad- 
ministration issued a message pledging itself to eliminate all unemploy- 
ment within four years. This announcement came as a great surprise to 
those acquainted with the unemployment problem, because it had become 
evident that present-time unemployment is not merely caused by tem- 
porary business depression but is also a symptom of a deeply rooted 
maladjustment between the structure of the population and the tenden- 
cies of economic development. On the other side, it was obvious that the 
National-Socialist government could hardly avoid promising the abolish- 
ment of unemployment within a comparatively short period. Unemploy- 
ment had become one of the major political and social issues in Germany. 
The prestige of the former governments had sunk as the figures of un- 
employment climbed to unprecedented heights. The new government fully 
realized that it could win and keep the confidence of the masses only if it 
succeeded in decreasing unemployment as rapidly as possible. 

And, indeed, as far as absolute figures are concerned, the results of 
the fight against unemployment in Germany seem to refute the original 
scepticism of social experts. Within a little more than a year unem- 
ployment figures dropped to less than half the maximum unemployment. 
And having reached this mark, they continue decreasing though now at 
a slower pace. 

In the following pages we shall try to evaluate this development. The 
decrease of unemployment to such an extent and in such a short time 
raises questions which cannot be answered merely by comparing abso- 
lute figures. We must ask whether it represents “normal” recovery or is 
the result of “artificial” methods to decrease unemployment by disguis- 
ing it temporarily under “substitute” employment.’ But before answer- 

‘The quotation marks in this sentence are to remind the reader that the terms nor- 


mal, artificial, and substitute, which are so often used in connection with the unem- 
ployment problem, indicate value judgments. It is necessary to make this as clear as 
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ing these questior should give an analysis of some of the fundame. 
tal conditions ¥ reated unemployment in Germany. It is not pos. 
sible to grasp th blems of unemployment and find a cure for it with. 
out having reco | its basic causes. 

Some Basic Causes of Unemployment in Germany 

The platitude that unemployment is one of the consequences of ep. 
nomic depressions does not lead very far in understanding the whok 
problem. In orde: proach it more closely, we have to make a clea; 
distinction betwe: onomic tendencies in the proper sense of the word 
and changes within the population which are not only influenced by eo. 
nomic but also by | rical, cultural, and political factors. An analysis 
of unemployment not be confined solely to facts within the econoni: 
circulation as s t must be extended to the ever changing relations 
between the struct f the economic system and the structure of the 
population. 

The post-war mic crisis in Germany with its two peaks—th 
inflation and the crash of 1931—coincided with organic changes within 
the structure of t] ilation which arose long before the war. 

For a long pe art of the population engaged in gainful occv- 
pation had been « tantly increasing. 

Taste I 
Occuptep PorvutaTion In GERMANY 
42.4 per cent of the total population 


) per cent of the total population 
7 per cent of the total population 
3 per cent of the total population 


This increase w not only to the progress of industrialization, 4 
one may believe at first sight, but also to a change in the age compos- 
tion of the popula Whereas in 1910, 48.6 per cent of the population 
were between 20 and 60 years, this group increased to 54.6 per cent in 
1925. Besides tl hanges in the biological structure of the nation, 
there were economic and political causes which added to the rapid ir- 
crease of the proport of the gainfully occupied population after the 
war. The inflatior oyed almost all capital reserves of the midde 
class and forced 1 f its members to enter competition on the labor 
market. The dissolution of the old army, which before the war had ab- 
sorbed approximately 600,000 men annually, changed the employmett 
situation for you! eople. In the summer of 1982, 1,456,854 people 
between 14 and 25 years of age were unemployed. 

possible before ap] e terms to evaluate facts of unemployment. The follor 
ing brief analysis of f the major causes of unemployment in Germany will make 
evident that all ret nd average-figure conceptions of normality have lost 


their soundness in co el f certain historical changes. 
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In contrast to the rapid increase of the gainfully occupied popula- 
tion up to 1925 the rate of incréase of the total population decreased 
considerably. In the 10 years preceding 1914 the German population 
sained more than 8,000,000. In the 10 years following the war it did not 
sain half as much. The widespread, popular opinion that a slower in- 
crease of the population would eventually diminish unemployment is a 
false conclusion. The history of the last century, to the contrary, proves 
that the increase of the population was a stimulus for economic enter- 
prise, and the developing of new markets. With a stagnant population 
the economic system too must become stagnant. Otherwise further tech- 
nical improvements would create a permanent surplus of unemployed.’ 

The increase of the gainfully occupied population coincided with struc- 
tural changes of the whole population resulting from a constant influx 
of people from the country and small towns to the big cities. Whereas in 
1875, 59.8 per cent of the population lived in communities with less than 
2,000 inhabitants, only 85.6 per cent of the population lived in such 
communities in 1925. The former balance between the agricultural and 
industrial sections of the population was thereby thoroughly disturbed. 
The domestic market was not any longer strong enough to cushion suffi- 
ciently repercussions in the domestic and world trade. 

All these developments within the population coincided with a funda- 
mental change in the meaning and the effects of technical progress. 
Throughout the nineteenth century, technical improvements always 
created additional demand for labor. The rapid increase of the total 
population during the last century, which was accompanied by a rapid 
improvement in the general standard of living, owing to the new possi- 
bilities of mass production, the building up of the railroad transporta- 
tion system all over the world, the opening of new territories for in- 
dustrial and commercial expansion, created a dynamism of potential 
demands which always were far ahead of the actual productive capacity. 
All these factors lost their original stimulating strength in the post-war 
period. In the meantime, new technical improvements were introduced 
which increased further the productive capacity. But now the possibili- 
ties of new industrial expansion which would have been necessary in 
order to make full use of the increased productive capacity were defi- 
nitely limited. There was no chance for the opening of additional mar- 
kets. On the contrary, agricultural and colonial countries which before 
the war used to import industrial products began to build up domestic 

*The connection between the size of the population, the economic structure, and the 
employment situation deserves a special study on which I cannot enlarge in the present 
article. For discussion of this problem, see Joseph J. Spengler, “Population Growth, 
Consumer Demand, and Business Profit,” Harvard Business Review, January, 1934, 


- Ernst Giinther, “Der Geburtenriickgang als Ursache der Arbeitslosigkeit,” Jahr- 
ucher fiir Nationalékonomie und Statistik, vol. 134, June, 1931, pp- 921-73. 
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industries in order to become more independent of foreign imports. Mo 
than ever before the whole world became tariff minded; and the firs 


symptoms of the fund ntal changes in the character of internatiop or 
trade relations which we are undergoing in the present decade appeared, igares, 

All this created a situation in which technical improvements had th —— 
reverse effects from those in time of economic expansion. They were no 4 me 
an additional cause of unemployment. The development of the brow patties | 
coal industry in Germany can illustrate this further. In 1918 it cop. see 
sisted of 465 mills where 58,958 workers produced 87,183,100 tons. In peatren 


statistics 


1931 there were only 255 mills with 53,489 workers; but the output had 


increased to 118,810,000 tons. It is self-evident that, if the former nun- ich 


ministerec 


ber of workers had been kept after the installation of the new machinery, . 
the industrial output would have increased beyond all possibilities of sel- se . 
ing the production under the changed economic conditions. ~~ 
We come to the conclusion that, even without the well known causes fii - 
which lead to cyclical depressions and even without the direct economic 
consequences of the \ les settlement, there were inherent tendencies 
in Germany which in ng run were apt to create unemployment. If My” thet 
we recognize these ca of unemployment, our whole attitude towards i 
the problem changes. We are not any longer in a position to wait for 
automatic functioning of the economic forces to restore prosperity and 
employment, having once realized that most of the “mechanism of re — 
covery” was nothing else than an ove r-compensation for internal economic Mining .. 
troubles by external economic expansion. Nowadays there is no chance to Stone ind 
escape from domesti: nomic deadlocks to new foreign trade develop- Musical it 
ments. Problems must be solved within the national economic system. ve 
Let us now proceed to analyze how Germany dealt with her specific Tale - 
unemployment problems in the first year of her fight to abolish unem- —_ 


Wood ... 
Food .... 
Clothing 

Medical 


ployment. 


Figures of Unemployment in Germany in 1933-1934 


German labor statistics reproduce exactly the movements and fluctus- Building 

tions of the labor market. They show not only the exact number of the os at 

Sanitatio: 

employed but also the .ct number of the unemployed. Only a compart Theatre 

son between these statistics affords the chance to evaluate the develop- es :; 

Tanspor 

ment of the labor market, because to estimate the number of unemployed Houscha 

only from the basis of the number of employed or vice versa would lead to meen 

false conclusions.*® The German statistics of unemployment are based on Mercant' 

Technici: 

* As it is well known, tl ployment and unemployment statistics in this country Miscellai 
are incomplete. In order ilyze fundamentally the unemployment situation in this 

country and to find a basis to build up a long-term insurance or relief system, Bef 
seems to me a vital necessity to develop these statistics. The introduction of unemploy- 

ment insurance without exact statistical foundations can lead to miscalculation and a fact 


endanger the projected reform from its very beginning. riod of 


monthly 
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, monthly census. The employment statistics are gathered by the health 
srance institutions which cover all gainful workers. Apart from these 
fpures, there exist special statistics of the unemployed who receive either 
surance or emergency or welfare relief. These figures are another means 
of analyzing the situation. If anyone wants to test the validity of the 
datistics mentioned until now, he can use for this purpose the financial 
atistics which include all receipts and expenditures of the federal ad- 
ginistration for labor placement and unemployment insurance. These 
datistics contain the expenditures for insurance and emergency relief 
shich are administered by this institution, whereas welfare relief is ad- 
ninistered by offices under the supervision of the communities. 

The following table shows the development of unemployment in Ger- 
nany in general and in the individual occupations in the first phase of 
the fight against unemployment. 


Taste II 
GENERAL DEcREASE OF UNEMPLOYMENT 
March $1, 1933 March 31, 1934 June 30, 1934 
5,769,715 8,609,753 2,480,826 


Decrease IN INDIVIDUAL OccUPATIONS 


March 31, 1933 March 31, 1934 June 30, 1934 
84,038 12,192 18,242 
168,224 106,168 100,246 
177,556 67,111 57,081 
886,086 417,287 842,548 
Musical instruments ............. 20,235 12,818 10,855 
23,106 14,268 12,460 
190,167 85,184 70,814 
48,867 27,446 24,260 
pe 50,394 24,382 21,497 
ST 276,926 121,151 102,590 
Medical assistance 27,381 16,763 138,718 
Building construction ............ 493,260 107,172 139,421 
Theatre ......... 2,008 1,897 1,413 
Household 230,012 95,210 74,908 
Unskilled laborers .............- 1,220,138 669,735 624,651 
Mechanics and heat .............. 39,842 21,366 18,580 
Mercantile employment .......... 427,455 293,178 254,316 
Technicians 96,619 52,877 42,954 
Miscellaneous employment ........ 62,948 56,439 50,713 


er we proceed to an analysis of these figures, we should mention 
a fact which has been very much discussed recently. During the first pe- 
nod of the rapid decrease of unemployment it was emphasized by some 
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observers tha ber of unemployed decreased more rapidly thay 
the number of | increased. These observers concluded that t. 
German labor s s were not true. But in order to understand this 
discrepancy b he employment and unemployment statistics jt j, 
necessary to ana , one-year period. If we compare the decrease of the 
number of une! | between March, 1933, and 1934, and the cor- 
responding in employed, we find that first, indeed, the number 
of unemploys d more rapidly than the number of employed 
increased, but at the end of the period the reverse development can x 
noted. The ma ison why the number of employed decreased mor 
rapidly than er of unemployed increased is that during the 
autumn many | e who leave their occupations do not register as up. 
employed, partly use they are not immediately eligible for unep- 
ployment relief. 1 ; the Spring, people who have not registered as 


unemployed, « young people coming from school, enter an ox- 
cupation for t st time. It therefore happens that at one time of the 
year the decré nployment seems to be greater than the increase 
of employment ,t another time of the year the reverse phenom- 
enon occurs. Th: 1e of the causes of what is called in Germany 
“invisible unem] 

Let us now go ba: Table II. If we recall the long-term causes of 
unemployment ¥ pointed out above, it becomes self-evident that 
the fight again: nemployment could not possibly have for its object 
to bring all the u loyed back to their former occupations. It was ob- 
vious that even a derable business revival could not provide jobs for 
all the unemplo (he question arose whether it would be a good policy 
to leave these ren g masses permanently unemployed, organizing for 
them a cash relief system, or to try to create additional work and new oc- 
cupations for them ins of public finance. From a strictly economic 
point of view, « ‘ course less expensive than the organization 
of public works. I not approach the unemployment problem 
merely from th ingle. The unemployment problem has political 
implications wh be overlooked; and the experience of the long 
crisis in Germat d that the mere organization of cash relief, 
be it in the form of irance or in another form, is not a satisfactory 
solution from a | point of view, especially as far as the young 
unemployed a1 cerned. But, the crisis had destroyed the basis of 
business to sucl nt that the activity of the government could not 
be confined to th on of public works. It had to find ways and means 
to stimulate reg usiness. Therefore, the measures applied in Ger- 
many can be div to efforts to create new work and efforts to stim- 


ulate existing b We shall now review the results of these two dif- 
ferent activities 
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The Development of Public Works 


The idea of creating additional labor facilities by public works did 
ot originate with the Hitler government. There had been various pro- 
-_ for the development of such works in former years; but imme- 
- before Hitler’s coming to power, the number of public workers 
as very low. During 1988 three laws were passed which provided both 
for jirect creation of new work and for indirect stimulation of industrial 


activities. 
As far as direct creation is concerned, these laws provided for flood 
gulation, underground works organized by public authorities, the open- 


ng and the improvement of territories for the use of farmers, and the 


ras un construction of new automobile highways. The effect of these measures 
unem t increase public works can be seen in Table IIL 
ered 
Taste III 
ress DEVELOPMENT OF EMPLOYMENT IN Pusiic Works Since 1933 
of the January, 1983 98,665 October, 1008 314,437 
ncrease February, 1983 86,707 November, 1983 ................. 400,847 
henom 88,041 December, 1983 ................ 277,484 
118,852 January, 1984 385,275 
120,842 February, 19384 .................. 507,364 
object ‘First law to diminish unemployment and law providing for building of automobile 
roadways. 
ras ob- ‘Second law to diminish unemployment. 
obs for 
; As Table III shows, it always takes at least two or three months until 
policy 
new measures to create public works become effective. It is not possible 
ng for bees 
nt ote to improvise public works on a large scale within a very short period if 
matin “fake work” is to be avoided. The public works in Germany can be com- 
natin pared with the PWA in this country, but not with the CWA. Between 
ore the end of March, 1938, and the end of March, 1934, 2.5 million people 
litical got jobs in Germany. Among these 1.8 million were employed in “reg- 
haat ular” occupations and 700,000 in public works and other additional jobs. 


The month of April, 1984, marks a turning point in this development. 


relief, 
From then on the number of public workers began to decrease but the 


ctory 

voung vhole number of unemployed also decreased further. In April and May, 
as 1934, another million unemployed got jobs, whereas at the same time 
i ol approximately 120,000 public workers were retired. This means that at 
seat that period the regular business had recovered to such an extent that it 
Ge vas able to absorb not only this great number of unemployed but also an 
die additional number of people until then occupied in public works. Before 
9 dif- ve review the measures to stimulate regular business, we should first de- 


scribe the methods used to finance public works. 
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s it is to finance public works. The Offa (Gesel. 
rbeiten) the R. K. A. (Rentenbankkreditanstalt) 
nd Bodenbank). The Offa specializes in financing 
ects and the construction of public utilities; th 


nances additional projects for building construe. 


vithin ten to twenty-five year periods. These con- 
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Financing of Public Works 


neing public works in Germany is based op , 
ds. There are three different public banks i, 


th financing projects for agricultural improve. 


works are undertaken by public institutions a; 
lsory associations of landowners formed in the 
\d regulation and similar works. These instity- 
h the banks mentioned above, and get long-term 
of their projects. The loans must be paid back 


the issuing of promissory notes by these banks, 
hree months and are usually renewed five times, 
leading private German banking institutions 
Reichsbank. The Reich government guarantees 


blic works, the number of such bills in the de- 
.nd other banking institutions is constantly in- 
danger of currency inflation. The whole system 
re budget receipts and expenditures. The liabili- 
that the annual payments resulting from the 
lo not exceed the possibility of being covered by fa 

Future German budgets will contain the fol- in 
lting from the guarantee for the payments of 
in 1983-1984. ni 


134-85—917 million marks 
1935-36—700 million marks 
1937-88—750 million marks 
39—715 million marks 


ivod 


the maximum. Until the end of May, 1934, 

| been invested in public works and similar items, 
had been provided. The figures reproduced 
iabilities resulting from tax certificates issued 
ployers who had fully paid their taxes for the 
iced themselves to increase the number of eur 
These tax certificates serve to pay taxes 
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The Stimulation of Regular Business 


1, Building Construction. As we have already mentioned, the laws to 
‘crease unemployment contain also measures to stimulate the regular 
ecupations, especially building construction. Special funds and facili- 


instalt) HMM jes have been made available for the reconditioning of public and private 
hancing MMpuildings and the remodelling of large apartments into smaller ones. Es- 
les; the MiMpecially the reconditioning of private buildings stimulated the building 


nprove- 
mstruc- 
‘ions as 
| in the 
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CON- 
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rantees 


onstruction to a great extent. As we can see in Table II, the number of 
nemployed in this occupation decreased more than 75 per cent within 
one year. The small increase between March 81 and June 80 in this 
pecupation is very unusual for this time of the year, but it is due to the 
fact that the special boom in reconditioning work which was created by 
governmental loans was approaching its end. It will not be possible to 
repeat the stimulation of building construction indefinitely. 

2, Agriculture. The agricultural section of the National Economy is 
of the greatest importance for the labor market as a whole.* Within one 
year unemployment in agriculture decreased 72.8 per cent. This result 
| particularly impressing if we realize that in the last years of the de- 
pression not only the seasonal workers but also most of the formerly 
permanently occupied workers had been dismissed because farmers could 
no longer afford to pay cash wages. But in January, 1934, the number 
of unemployed farm hands was 60 per cent below the corresponding 
number of the year before. This indicates that the labor conditions in 
agriculture had been stabilized. This stabilization was further strength- 


the de- 
atly in- 
system 
liabili- 


om the ened by a law, enacted in May 15, 1934, based on the experience that 
red by farm workers used to leave their jobs and move to the cities whenever 
he fol- industrial employment increased. These newly arrived people were always 
ants of the first ones to become unemployed when production was restricted. The 
new law prohibits farm workers from moving to the cities and restricts 
the hiring by industry of people arriving from the country. From the 
point of view of a planned and organized attack against the fundamental 
causes of unemployment, this new law is a very interesting experiment, 
although it interferes to a certain degree with the principle of free move- 
ment. But we have seen above that in former years the free movement 
1934, from the country to the cities endangered the equilibrium between indus- 
items, try and agriculture. 
duced Whereas the movement from the country to the city is being restricted, 
issued the reverse movement is being encouraged by all ways and means, espe- 
or the cally by the “Landhilfe” (Assistance to Agriculture). This measure 
of em- supplies with labor small farms which during the last years were not 
I 


‘The labor statistics in this country are particularly incomplete as far as the agri- 
ural employment and unemployment situation is concerned. 


cult 


ed on g 

anks jp | 

(Gesel]. 


626 


able to afford 
ers in agricult 
ket. Especially 
they had to dé 


their agricultura 


a cash payme 
services of a 

pointment the 
pared with th 
year. This new 


of fighting 


stance of the 


in Germany. On 

for labor placem: 
ing to which all 
join the “H. J.’ 


Girls’ Organiza 


religious organiz 


youth organiza 
lation created 


necessary, point 


in touch with 1 
dent prescribes 
to vouch for 
institution. 


N 


April 20, 1933 


July 15, 1933 
December 15 


It has been 


Landhilfe rema 
expiration of tl 
to 160,000 peopl 


that the peopl 
hilfe are not id 


ployment in this 


of the Landhil 


The efforts t 
intensified durir 
in Berlin which 


gives their jobs 


the country, t! 


Friedrich Baerwald 


[ December 


p. There was always a potential demand for wor. 
ch did not appear on the surface of the labor mar. 
vomen on the small farms were over-worked because 
housework in addition to helping the farmers yith 
es. The Assistance to Agriculture gives the farmer 
25 marks a month for one year if he accepts the 
an or girl, under the condition that by this ap- 
mber of workers on the farm is increased as con. 
number of workers employed in the preceding 
tion which is very sensible from the point of view 
employment is at the same time an instructive jp- 
nnection between economic and political measures 
6, 1984, the president of the federal administration 
nd unemployment insurance issued a decree accord- 
g people working under the “Landhilfe” have to 
tler Youth Movement) or the “B. D. M.” (Young 
No exemptions were made for young Catholics whose 
legally still existing, whereas the Protestant 
merged with the H. J. It seems that this regu- 

s which made a special decree (August 22, 1934) 
that clergymen should not be hindered in getting 
iltural assistants. Another decree of the presi- 
ry boy and girl enlisting for the Landhilfe has 
origin. Non-Aryans are not admitted to the 


ire 
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e ENGAGED IN THE LANDHILFE 1n 1933 


most of the young people engaged in the 
their employers as regular workers after the 
d period. The Landhilfe has now been limited 
To avoid misunderstanding it must be stated 

to the farms under the provisions of the Land- 
the regular workers. The decrease of unem- 

s therefore not a consequence of the introduction 


ople from the cities to the country have been 
-called Goering plan is operating especially 
.arried industrial workers to the country and 
ed unemployed workers. The more people sent to 
nt becomes the problem again of land settle- 
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nent, Which has been for long in the platform of all social reformers in 
Germany. The future development will show whether the National Social- 
ist government will be more successful in solving this problem than its 
predecessors, who never were able to overcome the opposition against 
the settlement movement headed by the big landowners. 

The general stabilization of labor conditions and the increase of em- 
ployment in agriculture is a consequence of measures aimed to build 
up a new economic basis for agriculture. In the past, hundreds of mil- 
lions of marks were spent to assist agriculture by refunding mortgages. 
But this method did not function because the investment of new money in 
agriculture could neither prevent the further decay of prices of agricul- 
tural products nor overcome the disparity with the price level of indus- 
trial products. Therefore new methods were inaugurated in 1933. The 
taxes were lowered and minimum prices for agricultural products were 
stipulated. ‘The small crop in 1934 has now changed these minimum 
prices to maximum prices. It is therefore possible that there may be a 
relapse in the agricultural situation. 

3. Household Service. The decrease of unemployment in this group of 
occupation is also influenced by governmental measures. Many house- 
holds could no longer afford to pay to their servants the high cash wages 
which included large contributions to the unemployment insurance fund. 
Consequently there was a considerable potential demand for household 
service which did not appear on the labor market. On May 12, 1938, a 
law was enacted which freed household servants from these contributions. 
At the same time tax exemptions were introduced for the appointment 
of additional servants. These measures caused a rapid increase in em- 
ployment in this group. 

4. Wood and Furniture. The great increase in employment in this 
group is mostly due to the introduction of governmental loans to encour- 
age matrimony. Such loans are granted to young couples in amounts not 
exceeding 1,000 marks, on the condition that the woman entering matri- 
mony immediately leave her position, and pledge herself not to take an- 
other job as long as her husband is not in need of public relief. The loan 
must be paid back within five years, but for each child born within this 
period a deduction to the amount of 200 marks can be made. These 
loans are not given in cash but in the form of certificates entitling the 
holder to the purchase of furniture and other household necessities. At 
the end of 1938 not less than 100,000 such loans had already been 
granted. 

5. Tobacco, The improvement of the employment situation in the 
tobacco industry is also to a certain extent due to administrative meas- 
ures. On July 15, 1938, a law was enacted which restricted the use of 
machines in the manufacture of tobacco. In order to increase the number 
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of workers, the installation of new machinery was prohibited, and ms- 
chinery which had not been used during the depression could not be 
brought to new ion. ‘This law is particularly interesting because it 
shows a certain resentment against the use of modern machinery, But 
the official labor organization (Arbeitsfront) issued a statement to the 
effect that this law represented a single measure and that there was no 
general hostility against the installation and the use of machines, 


General Economic and Labor Conditions 


So much has been done to stimulate economic activity and employ- 
ment either directly or indirectly that it is hardly possible to make a 
clear distinction between the increase of employment which is a conse- 
quence of all these special measures, and the increase which can be traced 
back to a regular upward trend. But there is no doubt that such a trend 
exists. Retail business improved 9.5 per cent in value and 5 per cent in 
quantity within the first five months of 1984 as compared with the corre- 
sponding period in 1983. The upward trend can also be recognized by 
the increase of the volume of commodity transportation by the rail- 
roads. If we take the volume of the transportation in the first quarter of 
1928 as equal to 100, the volume of commodity transportation was 53.5 
per cent in the first quarter of 1932, 55.5 per cent in 19383, and 69.7 
per cent in 1984. 

But even what could be regarded as regular recovery was stimulated 
by general measures on the labor market. Among these measures the 
most important is the supplanting of female labor by male labor. During 
1933 a great drive was inaugurated to persuade women to give up their 
jobs in order to make place for unemployed men, even if they did not 
come under the provision of the loans for matrimony which we have men- 
tioned above. The number of women who left gainful occupations cannot 
be fixed. Many of them did not register as unemployed because they re- 
turned to household work or did not apply for unemployment relief be- 
cause they were not eligible under the provisions of the insurance regula- 
tions. This drive has been extended in 1934 to bachelors below 25 years 
of age. We have already mentioned the Goering plan which has subse- 
quently been strengthened by the decree of August 10, 1984. All these 
measures are based upon a social philosophy which places the nation 
before the individual and which expects the individual to sacrifice when- 
ever the general situation of the nation requires him to do so. 

These measures have been accompanied by a general political drive to 
spread employment. The effect of this drive can be seen best at the federal 


administration for labor placement and unemployment insurance itself. 


®I refer to Amtliche Korrespondent der N.S.B.O. (Nationalsocialistische Betriebs- 


zellenorganisation ), iss f June 5, 1934. 
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First 8,372 Marxists and Jews were dismissed, but afterwards 11,000 
other people got new jobs with this administration. Among these 11,000 
sew employees, 5,000 belonged to the group of old party fighters includ- 
ing first those who range under the first 800,000 who registered as Nazi 
Party members, and secondly, Storm Troopers who had joined their 
organizations before January 80, 1938.° If we consider that in conse- 
quence of the decrease of the number of unemployed, the daily routine 
business of this administration also decreased automatically, the appoint- 
ment of such a large number of additional employees becomes particularly 
significant. 

‘The increase of employment was not accompanied by an increase of 
the wage level. But the increase of the volume of employment can be 
recognized in the statistics. In the first quarter of 1934, the total wage 
income was 6.9 billion marks. It increased to 7.5 billion marks in the 
second quarter of 1984. According to the German Institute for Business 
Research this increase represents an improvement of the wage level to 
1? per cent compared with 1982; but, compared with the wage level 
before the depression, only one-quarter of the reduction was recovered up 
to June, 1984. Under the economic conditions in Germany which were 
especially characterized by a shrinkage of capital reserves, it was not 
possible to increase the wage level and increase employment at the same 
time. And increasing employment was a vital necessity. On the other hand 
there is no doubt that the present wage level cannot be maintained for a 
long period, and a raising of wages will be necessary before long. 

The general economic recovery in Germany has been checked to a cer- 
tain extent by the decline of foreign trade relations. The main reason for 
this decline is the maintaining of the gold standard in Germany, and the 
depreciation of currencies in other countries. This begins to affect the 
employment situation, for instance, in the textile industry where the 
vorking hours have been shortened in order to save the stocks of raw 
materials still available. It can be assumed that similar measures will be 
necessary in other branches of industry. 


Outlook 


We have seen that the development of the German labor market since 
the beginning of the fight against unemployment has been characterized 
first by a very rapid development of public works and then by a restric- 
tion of these works as regular business became able to absorb more and 
more unemployed. The decline in foreign trade has raised the question 
as to whether the remarkable results of Germany’s fight against unem- 

*A special drive has been organized throughout Germany to give the unemployed 


members of the old party guard jobs. This refutes the widespread opinion that Storm 
Troopers are not counted as unemployed in case they are actually without work. 
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THE QUANTITY THEORY AND THE WAGES FUND 


The quantity theory of money and the wages fund theory of wages are both fruits 
of one and the same mechanistic, myopic, and illogical method of reasoning which has 
repeatedly vitiated the development of economic theory. A concept such as “the wages 
fund” or “the volume of money in circulation” is a convenient handle by means of 
hich an economic problem may be grasped and held while it is being investigated ; 
but these two theories (and others similar to them, ¢.g., the demand and supply theory 
of value) end where a valid investigation should begin: i.e., with the analysis of the 
tionships among a pre-arranged set of concepts. They do not undertake the analysis 


relat 


of the underlying set of actual phenomena. 


It is pleasant to think that Thorstein Veblen, who concluded his sec- 
ond essay on “The Preconceptions of Economic Science” with the words* 
« . those creatures of the myth-maker, the quantity theory and the 
rages fund,” was aware of the conceptual unity of these two instances 
of fallacious reasoning. But it is a sad commentary on the progress 
of economic thought that his deadly juxtaposition of the two concepts 
failed to drive the lesson home. 

From the point of view of formal logic, the quantity theory of money 
is identical with the wages fund theory of wages. The first could be 
called “the money fund theory of prices.” The second could be referred 
toas “the quantity theory of payroll capital.” The same equation, 


can be used to represent both. In the one case, the symbol M stands 
for the wages fund; in the other, for the money fund. In the one case, 
T stands for the number of workers; in the other, for the number of 
exchange transactions, In the one case, P denotes the average wage 
per worker; in the other, the average price per transaction. It would 
be easy (and useful) to extend the wages fund theory to cover an 
annual rate of turnover of the wages fund, thus duplicating the concept 
of the velocity of money; it would be even easier (but useless) to sub- 
divide the concept of the wages fund into two subordinate concepts— 
eg. “the time-wages fund” and “the piece-wages fund,” thus parallel- 
ing the distinction between “note currency” and “deposit currency.” 

The words of Professor Bonar constituting an epitaph addressed 
to the wages fund theory apply to the quantity theory of money with 
equal force and justice :? 


It is the crowning instance of an untrue abstraction; but it was not from 
being an abstraction that it was untrue. It was “wrong in practice” just be- 
cause it was not “very well in theory”; and it has probably done more in- 


‘Thorstein Veblen, The Place of Science in Modern Civilization, New York, 1919, 
p. ui The essay originally appeared in the Q.J.E. in 1899. 

James Bonar, Disturbing Elements in the Study and Teaching of Political Econ- 
omy, Baltimore, 1911, p. 75. 
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f economic theory than any other generalization eye, 


extbooks and then expunged from them, of | 
tural to suppose that a theory showing s0 myc) on 
ty theory of money would, if at all imperfect, “~~ 
| recondite error ; but the fact is that this theory , : 
zes fund theory is based on a set of three distinc ie 
uliarly gross and crude variety. ia 
The wages fund theory does not inquire into the < 
il held by the employers of labor, and thus misses ‘ 
lume depends on the number and productivity of ti 
yyed.® 
ry of money neglects to stress the fact that money i 
efly by a process of bank loan and discount, and tio 
bank loans depends on the number of transactions foo 
price per transaction. it, 
onger current among economists. Mr. V. S. Clark - 
office as Consultant in Economics of the Library of ” 
ty on the matter of consensus of opinion, says: 
t unanimously of the opinion that the quantity of pu 
s not a decisive influence in determining prices. This has me 
the beginning of systematic study of the subject. More ha 
ago, Thomas Tooke, the English price historian, con- ‘ 
; investigations: “That the prices of commodities do J 
he quantity of money indicated by the amount of bank 1” 
yunt of the whole of the circulating medium, but that, se 
unt of the circulating medium is the consequence of 
al 
Quid ad Dictum Simpliciter. The wages fund 
fact that the wages fund is not a fixed sum but & 
of the total fund of capital in the possession of ar 
of money fails to take account of the circun- : 
does not bear a fixed proportion to all other p 
id that, in a modern economy, the chief function of . 
. medium of liquidation of other forms of credit. ‘ 
ype of credit;* monetary economy may be com- ¢ 


to which business enters through the wide gates 


les of Economics, App. J. 
hat Is Money? New York, 1934, p. 72. 
sertations and Discussions, chap. Iv. 
least, gold is no longer money. It is still a “monetary 
performing certain controlling monetary functions. To 
llar is at present a “commodity dollar.” But from the 
conducive to clear thinking to maintain the premise that 
that gold is not money, whenever “credit economy” is 
preceding historical stage of “metal-money economy.” The 
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of general credit and from which it ultimately emerges through the 
jarrow postern of special credit, money. A valid theory of money must 
investigate not only the two doors but the labyrinth itself. The quantity 
theory of money, however, is concerned only with a part of the entrance: 
+ contrasts the volume of money in existence with the volume of trade 
about to be consummated. It does not inquire into the relationship be- 
‘ween the volume of money in existence and the volume of other credit 
about to be liquidated.’ 

3. Quaternio Terminorum. The credit (and responsibility) for de- 
tecting this flaw in the wages fund theory is due to Henry George ** 

_,. the fallacy of this reasoning . . . is in the use of the term capital in 
two senses. In the primary proposition that capital is necessary to the exer- 
tion of productive labor, the term “‘capital” is understood as including all 
food, clothing, shelter, etec.; whereas, in the deductions finally drawn from 
it, the term is used in its common and legitimate meaning of wealth devoted, 
not to the immediate gratification of desire, but to the procurement of more 
wealth—of wealth in the hands of employers as distinguished from laborers. 


The quantity theory of money is guilty of the error of confusing the 
purchasing power of a buyer with the exchange value of the buyer’s 
money. In is unfortunate that the term “the purchasing power of money” 
has passed into common usage. It tempts loose-thinking men to identify 
“purchasing power” with “money” or with “money income.” Prices are 
indeed determined by an exercise of purchasing power, but only in the 
sense in which this term was used by Malthus: 


Value in exchange is founded, as the term seems to imply, on the will 
and power to exchange one commodity for another. It does not depend mere- 


three stages of economic development of Bruno Hildebrand (Jahrbiicher fiir Na- 
tionalokonomie und Statistik, vol. ii, pp. 1-24) viz., Naturalwirtschaft, Geldwirtschaft, 
and Kreditwirtschaft, deserve more consideration from economists than they have for 
the most part received (cf. Wesley C. Mitchell, Business Cycles: the Problem and Its 
Setting, p. 63n.). 

"Professor Irving Fisher has, indeed, attempted to bring the theory to bear on the 
problem of the exit from the monetary labyrinth, in his curious “Debt Deflation Theory 
of Great Depressions” (Econometrica, vol. 1, no. 4, October, 1933). The result of his 
endeavor is disastrous to the quantity theory. He argues, in effect, that a fall in the 
volume of money causes a fall in the price level, and that this fall in the price level 
causes a fall in the volume of trade. Now as 

M 

T=— 

P 
a diminution in M would have to cause a disproportionate diminution in P in or- 
der to establish a lower 7; and such a possibility is contrary even to the faulty logic 
of the quantity theory. 
_ ‘Henry George, Progress and Poverty, New York, 1931, p. 56f. J. S. Mill and his 
immediate predecessors are not chargeable with this error which may be traced back 
: — of Adam Smith’s doctrine of capital (Wealth of Nations, Book ii, 
chap. 1), 

*Thomas Robert Malthus, Principles of Political Economy, Boston, 1821, pp. 41, 52. 
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ly upon the scarcity in which commodities exist, nor upon the inequality of 
their distributio upon the circumstance of their not being distributes 
according to the wills and powers of individuals, or in such quantities to each 
as the wills and powers of individuals will enable them ultimately to effect 
by means of exchanges 

The demand for a commodity has been defined to be the will, combined with 
the power, to pu t 

The greatest part of the volume of money in existence is not “pur. 
chasing power,” because those who own it do not intend to use it op 
the market for commodities and services. They hold it “in regerye 
against the obligations which they may have to meet in the future” 
The exchange value of this part of the volume of money is of no prac. 
tical importanc 

Nor does that part of the volume of money which is actually used 
in exchange transactions determine its own exchange value. The buk 
of the world’s b ‘ss is done on commercial credit. The transactions 
which contribute most to the fixing of the price level involve a promise 
to pay on the side of the buyer and a promise to deliver on the side of 
the seller. The exchange value of money is determined “in absentia” by 
the circumstat ,t the promise to pay is expressed in monetary units, 
Thus the lengt! yardstick may shrink or expand even though it 
may never com » direct contact with the cloth. 

To sum up: the quantity theory of money is, in the methodological 
sense, merely a variant of the wages fund theory of wages. The time 
has come for it follow the second theory into limbo. The hour of its 
demise was proclaimed by Veblen in 1899; it should never have been 
reborn, in its present shape, in 1911.” 


Karet F. Ficex 
Stamford, New } 


” That busine sh represent partly money brought into being through 
the machinery of int solely for the purpose of forming a reserve (and not 
for the purpose of is shown admirably by Bagehot, Lombard Street, ch. 2, 
section ii. 

“It is curiou | theory of prices, a particularly narrow species of the 
quantity theory « , had also its counterpart in the field of wage theories 
Malthus wrote (J 1y on Population, p. 805f.): “Little or no doubt can exist, 
that the comforts of the uring poor depend upon the increase of the funds destined 
for the maintenanc yur; and will be very exactly in proportion to the rapidity 
of this increase. perhaps Dr. Adam Smith errs in representing every increase 
of the revenue or st f a society as an increase of these funds. Such surplus stock 
or revenue will, ( ys be considered by the individual possessing it, as a0 
additional fund f e may maintain more labour: but it will not be a real and 
effectual fund f tenance of an additional number of labourers, unless the 
whole, or at least rt of this increase of the stock or revenue of the society, 
be convertible int tional quantity of provisions; and it will not be so con- 
vertible, where th¢ é arisen merely from the produce of labour, and not 
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sPECULATION, BANK LIQUIDITY AND COMMODITY 
PRICES’ 


Credits to bank deposit accounts have their origin in bank loans, they are trans- 
ferred from account to account by cash and check transactions, and are cancelled 
py the payment of bank loans. The liquidity of bank assets depends upon the dis- 
ribution of the ownership of the deposit-credits as compared to the distribution of 
the obligations recorded by the loan-debits. Bank loans to potential consumers have 
an inflationary tendency upon commodity prices; bank loans to finance self-liquidating 
projects have no effect upon commodity prices. Bank loans to brokers and to stock 
speculators sometimes resemble loans to potential consumers and sometimes loans on 
self-liquidating projects. When, as in 1928 and 1929, they resemble the former type 
they tend towards a condition of non-liquidity of bank assets. 


1. Introduction 


Business-cycle theory is in need of re-statement. The vague and hack- 
neyed terminology customarily employed in its exposition sounds am- 
biguous and unconvincing to practical business men. What for example 
is the meaning of “money,” “purchasing power,” “capital,” and 
“wealth” as these terms are used by economists? The multifarious defi- 
nitions possible render the purport of any discussion that employs such 
terms enigmatical. The same is not true, however, of the accounting terms 
debit and credit. These words do not have multiple meanings and hence 
do not permit diverse interpretations. A debit in accounting is always a 
money sum posted to the left-hand side of a ledger page and a credit is 
unvaryingly a money sum entered on the right-hand side of a ledger 
page.” It is possible to state banking and business-cycle theories entirely 
in terms of accounting debits and credits and by so doing to avoid the 
confusion resulting from the use of the more orthodox terms. 


2. Accounting: Origin of Deposit-Credits 


Broadly speaking, the business of the banking system consists in (1) 
the creation, (2) the transfer, and (3) the cancellation of bank deposits. 
A bank deposit may be defined as a promise of a bank to pay money to a 
so-called depositor. This promise is recorded on the records of the bank 
by a credit to the person to whom the bank is obligated. Thus to be a 
depositor of a bank means only that one is the owner of a portion of that 


‘The conclusions of this paper are the result of research activity made possible 
by a fellowship granted to the author by the Social Science Research Council. 
_ ‘Accounting procedure requires that debits and credits first be entered in a 
journal and then be posted (i.¢., copied) to the ledger accounts. The ledger is a book 
of record in which each page is devoted to the record of some one type of asset 
or liability. The balance of an account is the difference between the sum of the debits 
and the sum of the credits, If the debit sum is the larger, the balance is said to be 
a debit-balance and, if the credit sum is the larger, the balance is said to be a credit- 
balance, In balance-sheet accounting a debit-balance records an asset and a credit- 
balance records an obligation. 
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ons or, to state it differently, that one’s account at the 
ance. 
.ys in which one may cause credits to be made t 
» bank. The first is to deposit cash.* The accounting ep- 
ich a transaction is a debit to the bank’s cash accoup; 
account of the depositor.* Only occasionally do de. 
ise the sum total of deposit-credits, for a large por- 
tions represent the re-deposit of funds previously 
e banking system. For example, a corporation some. 


for payroll purposes and by so doing cancels g 


Da 


existing deposit-credits. However, as its employees deposit 
their wages, th 


posit-credits so cancelled are re-created. Thus upon 
transactions are merely found to constitute a means 
p of existing deposit-credits is transferred from 
ther. This is especially true in normal times when 
cash withdrawn from the banks each day tends to 
ount deposited. 
of securing credits to one’s account at a bank is to 
bookkeeping entry for recording a deposit of « 
he account of the check writer and a credit to the 
depositor of the check.*° Transactions of this type do not 


d 


, since the total of deposit-credits is increased by 
extent that it is decreased by the debit. The net 


d of securing credits to one’s account at a bank is to 
eping entry for recording a short-time loan is a debit 
s and Discounts” account and a credit to the deposit 
borrower.® If the bank’s loan is for a long period of time, 
erally takes the form of a bond purchase in which 
the “Investment” account instead of the “Loans and 

Since in either case the debit is not to a depositor’s 
of deposit-credits is increased by the loan. It is 


to say that deposit-credits have their origin in bank 


s to 
) 


n l 


he enotes gold, silver or government legal tender obligations. 
hed from deposit-credits. 
alized Accounting, pp. 95 to 101. 

\ssumption that the account of the borrower is credited 
loan. The discussion at this point is not concerned with 
| but merely with the fact that a deposit-credit results 
f course, the account of the borrower is credited for the 

the interest. This latter sum is credited to an account “u- 
1 reality a deposit account owned by the employees and 
Credits in the latter account will be transferred to the 
; as salaries are paid and to the accounts of the bank 

d. Thus the ultimate credit to deposits is for the full 
the borrower does not secure the whole credit. 
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pans, and are transferred from owner to owner by cash and check trans- 
actions. 

The accountant’s method of cancelling a credit is to place an off- 
getting debit in the same account. In general there are three ways in 
shich a depositor may cause debits to be made to his account at a bank. 
The first is to withdraw cash. The accounting entry for recording such 
, transaction is a debit to the account of the depositor and a credit to 
the bank’s cash account. Whether or not this entry results in a perma- 
nent decrease in the total of deposit-credits depends upon the reason for 
the withdrawal. If, for example, the money was withdrawn to spend, the 
probabilities are that a merchant will soon re-deposit the cash in a bank. 
In the absence of hoarding, therefore, the debits to deposit accounts 
ghich result from cash withdrawals have at the most but a temporary 
efect upon the total of deposit-credits. 

The second method of causing debits to be made to one’s deposit ac- 
count is to write a check. As previously explained, the writing and sub- 
sequent deposit of a check results merely in the transfer of ownership 
of an existing deposit-credit. This transfer is recorded on the bank’s 
books by a debit to one deposit account and a credit to another, an entry 
vhich obviously can have no effect upon the total of deposit-credits. 

The third method of causing debits to be made to one’s deposit ac- 
count is to pay off a bank loan. In order to do this one must first possess 
the means of making the payment. In the majority of cases this “means 
of payment” consists in the ownership of an existing deposit-credit. If 
so, actual payment of a loan is achieved when the ownership of the 
deposit-credit is transferred from the debtor to the bank. The bookkeep- 
ing entry for recording the transfer is a debit to the deposit account of 
the debtor and a credit to the “Loans and Discounts” account of the 
bank. The debit cancels all or a portion of the credits in the debtor’s 
deposit account and the credit cancels all or a portion of the debits in 
the “Loans and Discounts” account. As a result, fewer loan-debits and 
fewer deposit-credits exist after than prior to the payment. It is there- 


fore legitimate to say that deposit-credits are cancelled by the payment 
of bank loans." 


"The obvious truth of this statement is partially obscured in practice by the fact 
that the loan-debits cancelled are oftentimes in a different bank than the deposit- 
credits. To illustrate, suppose that A, debtor to bank X for $1,000, cancels his in- 
debtedness by transferring the ownership of a deposit-credit in bank Y to bank X. 
a following journal entries would be necessary to record the various steps in the 
Transaction: 


On Bank X’s books 


Due from Clearing House $1,000 (a) 
Loans and Discounts $1,000 (b) 


To record receipt of check and payment of 4’s 
loan 
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The Meaning of Bank Liquidity 

According to foregoing analysis, bank loans are liquid, i.e., capable 
of being cancelled by credits, as long as a probability exists that debtor, 
will be able ¢ ire the deposit-credits needed to cancel the debits 
which record the existence of their debts. And conversely, bank loans be. 
come non-liquid, or frozen, as soon as the possibility of debtors securing 
such deposit-credits is removed. Since loan-debits and deposit-credits ar 
created togethe1 1 cancelled together, there exists at all times a suff- 
cient quantity of the one to offset the other. From this it becomes ap- 
parent that liquidity has to do with the relative distribution of debts and 
deposit-credits. If so, the most liquid condition of the banking system 
imaginable would be a situation in which the ownership of existing de- 
posit-credits was divided among the debtors of the banking system in 
the ratio of tl mounts of their individual debts, so that complete 
liquidation could be accomplished by a bookkeeping entry debiting the 
deposit-credits of the debtors and crediting the loan-debits which record 
their debts. This would leave the banking system with no loan-debits 
and no deposit lits. Conversely, the most non-liquid condition imag. 
inable would be tuation in which the ownership of all deposit-credits 
was vested in persons who were neither indebted to the banking system 
nor inclined to part with the deposit-credits which they possessed. Thus 
the impossibility of bank debtors securing deposit-credits would destroy 
all possibility of their paying their obligations to the banking system‘ 
Obviously, therefore, the factors which lead non-debtors of the banking 
system to hoa to spend the deposit-credits which they possess are 
the factors up hich the ultimate liquidity of bank assets depends. 


Reserves $1,000 (c) 
Due from ( ring House $1,000 (d) 
To recor ent by Clearing House 
On Bank Y’s books 
Deposit-cred $1,000 
Due to ¢ > $1,000 
Tor lation of A’s check 
Due to Clearing H $1,000 
Reserves $1,000 
To re reserves 
Item a cancels d, f els g, reserves are both increased and decreased $1,000, s 
that the only pe change resulting other than the shift in ownership of re 
serves is the decr¢ loans effected by b and the decrease in deposits effected by 
e. Q.E.D. 
8Qf course, debt night still pay off a portion of their debts with types of 
money other thar redit. However, when one considers that the total “means 
of payment” not ession of the United States Treasury or the federal reserve 
banks and agents on June 29, 1929, was approximately 60 billions of dollars of which 
only about 3%, | y vere not bank credit, the additional degree of liquidity lent 
to the assets of tl king system by virtue of this fact becomes insignificant. Be- 
sides, the owner 81, billions is quite apt to have the same distribution 
as the bank credit so that its mere existence would not alter the situation greatly. 
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It is considered proper for an entrepreneur to borrow the deposit- 
credits which he pays out for goods and services, the consumption of 
shich is to result in the production of a saleable product, since the suc- 
wessful completion of the contemplated transaction leaves the entrepre- 
neur in possession of the deposit-credits which he must return to the 
ender. Custom decrees, however, that an individual should own the de- 
posit-credits exchanged for goods or services which are to be consumed 
‘1 such a way as not to result in the creation of a marketable product. 
The reason for this is that the completion of such a transaction does not 
leave the spender in possession of any resultant means of re-securing 
the spent deposit-credit. Banking practice classifies expenditures for 
capital goods, such as factories, machines and other durable equipment, 
as consumptive in nature. Although the deposit-credit in such cases is 
exchanged for a good, the use of which will result in the manufacture of 
marketable products, the spender is not enabled by his expenditure to 
re-possess his spent deposit-credit within a period of three to six months. 
That is, the transaction is not self-liquidating within the usual life of a 
commercial bank loan and hence is not a legitimate project for bank 
fnancing. The criterion of legitimacy of bank loans is the use to which 
the borrowed funds are to be put. Loans for immediate or delayed con- 
sumption are not legitimate but loans for working capital purposes, 
being self-liquidating, are legitimate. 


4. Deposit-credits and Commodity Prices® 


It is convenient for analyzing purposes to classify the disposition of 
deposit-eredits into four categories according to the purpose of the 
disposition.*° For example, a deposit-credit may be said to have been 
“spent” if it was given in exchange for some good or service which the 
spender intended to consume. A housewife’s purchase of a peck of pota- 
toes is an illustration. A deposit-credit may be said to have been “in- 
vested” if it was given in exchange for the ownership of some productive 
equipment which the “investor” did not intend to hold for resale but 
expected to wear out through use. An example is a purchase of a factory 
building. A deposit-credit may be said to have been “disbursed” if it 
was given in exchange for some good or service to be re-sold shortly in 
an identical or altered form. An example is a miller’s purchase of wheat 
to be made into flour. A deposit-credit may be said to have been 
“hoarded” if its ownership was retained by an individual for a relatively 


*The theory of the business cycle advanced in this section is not necessarily original 
with the present author, The reader will see in it fragments of the theories of Keynes, 
Foster and Catchings, and other writers. An almost identical statement of it will 
be found in Harwood’s Cause and Cure of the Business Cycle, ch. iii. 


“The terminology here is the author’s own and is not to be confused with the 
more orthodox. 
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long period of time. Obviously, deposit-credits must be “spent,” «,. 
vested,” “disbursed,” or “hoarded.” 

From the banking point of view an intention to be the final purchaser 
of a good makes one a consumer. Thus, one who chews a stick of gum 
and one who installs a drill press in his factory are consumers by this 
definition, although retailers purchasing gum for resale or factories 
manufacturing drill presses on order are not consumers.” It is the act 
of “spending” “investing” rather than that of “disbursing” tha 
makes a consumer of one. It follows, therefore, that everyone who pos- 
sesses a deposit-credit is a potential consumer since he could, if he chose, 
spend or invest it. Generally it is true that an increase in the quantity 
of deposit-credits possessed by potential consumers or a decrease in the 
market prices of goods would increase the inclination of potential cop. 
sumers to “spend” or “invest” and thus to become actual consumers, Jf 
an increased inclination of potential consumers to spend is not accon- 
panied by an equal increase in the quantity of goods offered for sale, it 
is possible for ea irticle offered for sale to bring a higher price than 
it could otherw bring. But an increase in the quantity of deposit- 
credits possessed by potential consumers does not always indicate an 
increased inclil on their part to spend. Hence, it cannot be dog- 
matically stated that, the quantity of goods remaining the same, an 
increase in the ntity of purchasing power (i.e., deposit-credits) will 


be followed by an increase in prices, for the increase in purchasing power 
may be accompanied by an increased inclination of potential consumers 
to hoard rather than to spend. 


While it is true that potential consumers may and often do withhold 
their deposit-credits from spending and investing for long periods of 
time, it is not true that producers of goods withhold their products from 
sale for long periods of time. Producers oftentimes borrow the deposit- 
credits that fina the production of their goods and are therefore 
obligated to return those deposit-credits to the bank within a period of 
three to six months. This makes it necessary for them to sell their 
goods with the least possible delay. Thus the amount of finished goods 
produced duri period tends also to become the quantity offered for 
sale. 

As long as banks limit their lending to the so-called legitimate type of 
loan, the quantity of deposit-credits in the possession of potential cor- 
sumers and the cost of the goods awaiting sale are determined by the 

"The final purcl f the drill press resembles very closely the initial purchase 
of steel by its manufacturer since the purchaser of the drill press intends to convert 
it bit by bit through the process of depreciation into saleable products. In this sense, 
therefore, the purcl is for purposes of re-sale but the conversion process § 


stretched out ove . long period of time that from the short-time point of view, 
three to six months transaction is a consumptive project. 
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nast disbursements of borrowers for productive purposes. Under such 
circumstances the purchasing ability of potential consumers is capable 
of acquiring all the goods produced at their cost of production. Although 
goods are seldom withheld from sale, possessors of deposit-credits do 
occasionally abstain from spending. For example, persons with small 
‘comes have long been accustomed to provide for the needs of their 
old age by accumlating the ownership of deposit-credits during their 
prime. This practice is called saving and is encouraged by banks who 
offer to pay interest if depositors will refrain from using their deposit- 
credits? Such savings really constitute a hoarding of deposit-credits. 
In each period some of the deposit-credits disbursed by producers flow 
into these hoards. However, deposit-credit hoarding has been practised 
for such a long time that there now exists a large number of persons 
rho no longer save but who live on their past savings. Hence, a portion 
of old hoards is constantly being added to the current volume of spend- 
ings. In normal times the law of large numbers would operate to cause 
the amount of new hoarding to approximate the spending of old hoards 
so that the volume of spending would not be greatly affected by savings 
of this type. In the absence of a mania for hoarding, therefore, the quan- 
tity of spending tends to equal the deposit-credit income of potential 
consumers. 

Business may be said to be “normal” if the aggregate sales receipts of 
all producers equal but do not exceed the aggregate amount disbursed 
by them as wages, interest, rent, and customary profits during the 
process of production.** Stated algebraically, this becomes: 


“A notion persists that banks can reloan the deposit-credits which savers allow 
to remain idle. The fallacy is quickly: exploited. Assume that the owner of deposit 
Number I in the balance sheet below agrees not to withdraw it. This deposit-credit 
is a liability of the bank. Can a bank reloan its own obligation? 

Building $ 75,000 Capital $100,000 
Legal reserves 25,000 Deposit No. I 75,000 
Loans 125,000 ” No. II 50,000 


$225,000 $225,000 
The answer of course is that it cannot. It may create # new deposit-credit for lend- 
ing and its ability to create deposit-credits maybe increased by the classification of 
deposit No. I as & “time” deposit, but deposit No. I will remain unchanged and out 
: en until spent by its owner, as is made evident in the following balance 
sheet, 
Building $ 75,000 Capital $100,000 
Legal reserves 25,000 Deposit No. I 75,000 
Loans 200,000 “ No. II 50,000 
sg No. III 75,000 
$300,000 


‘ $300,000 
- — practical business man always objects to including profits among the costs 
Production in theoretical discussions but inconsistently includes profits among his 
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S (i.e., sales) 


C (i.e., costs) 


According to an earlier discussion, the only bank loans that are try 
self-liquidating are loans to producers. Hence, if banks limit their lend. 
ing to such loans, the deposit-credits which they loan to producers ar: 
the only ones in existence and can come into the possession of potentia] 
consumers only by their being disbursed as costs of preparing something 
for the market. Hence, if bank loans are limited to self-liquidating proj. 
ects, the quantity of deposit-credits in the possession of potential cop. 
sumers, and so the maximum amount that can be spent or invested, js 
determined by the previous disbursements of producers. At such times 
business activity will remain normal only if potential consumers spend 
all of their depo redit incomes so that S$ is at its maximum and equal 
to C. But if potential consumers “hoard” a portion of their deposit- 
credit income, t] § will be less than its maximum and so must fail to 
equal C. As a result, some of the existing goods must be sold at prices 
less than thei ts of production if all of the goods are to be sold. 
Since merchants seldom withhold goods from the market for long, an 
increased tendency to hoard deposit-credits is apt to be accompanied by 
a decline in co lity prices. Periods of falling prices resulting from a 
sales volume less than costs of production are known as periods of de- 
flation.** 

If banks lend to potential consumers as well as to producers and if 
potential consumers do not hoard deposit-credits then the volume of 
sales is obviously greater than the costs of production of existing goods. 
At such times it ossible for some portion of the goods produced to 
sell at prices in excess of their cost of production. Periods of rising prices 
which follow the making of non-self-liquidating bank loans are know 
as periods of infl 


own costs in pract example, a merchant who purchases a table for re-sale con- 
siders this outlay Yet analysis will reveal this cost to be mostly profit. Suppose 
that the table cost 
Disbursement For For For Sales price to first 
of labor profit rent producer, cost of 
material to next one 
Saw mill $1.00 $ .50 $.50 $ 2.00 
Furniture 
factory 1.00 3.50 
Wholesaler 2. 4.00 10.00 
Total costs $4.00 $5.50 $.50 $10.00 
Hence, what the t classifies as material costs on his books is in this case # 
per cent labor, 5 per t rent, and 55 per cent profits. 
“Price decline y follow from technological improvements also but such de 
clines are not deflati Deflation means selling below costs and not at lower costs 
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The gist of the discussion may now be summarized as follows: when 
gales equal costs, then S/C is 1. The act of “disbursing” determines 
the value of C and sets the maximum but not the actual value of S. 
The act of “hoarding” causes the value of S§ to be less than its maximum, 
ghile the acts of “spending” and of “investing” cause it to approach 
maximum. Consequently : 


1. In the absence of hoarding, a bank loan to a disburser has no effect 
upon prices, since costs and sales are increased proportionally. Thus the 
stilization of the present excess reserves of the banking system as a basis 
for loan expansion would not raise prices providing that banks confined 
their lending to the self-liquidating type of loans and avoided loans to 
“spenders” and “investors.” 

9, In the absence of hoarding, a bank loan to a potential consumer in- 
creases prices because it increases sales but has no effect upon costs. 

3. The act of hoarding decreases prices because it causes sales to be less 
than the maximum without effecting a compensating decrease in costs. 

4, The tendency of any one of these transactions to inflate or deflate may 
not be noticeable in a given case due to the simultaneous occurrence of an- 
other transaction having an equal and opposite tendency, as for example, a 
bank loan to an investor accompanied by an equal amount of hoarding by a 
potential consumer. 


5. Speculation and Bank Liquidity 


Under the present economic system the ownership of business en- 
terprises is evidenced by stock certificates. Stock trading is essentially 
a trading in equities in business enterprises. It is highly desirable that 
a market should exist where individuals may quickly divest themselves 
of their present equities or invest in new equities and, in order that this 
may be done with the least possible loss, there must be a close time 
correlation between investment demand and investment supply. The 
speculator’s function is to bridge the time gap between the present sup- 
ply and ultimate demand for stocks by buying and selling at prices 
which closely approximate the true value of stocks to investors, or in 
other words, it is to maintain the values set by investors; not to 
create them.** To perform this function, speculators should buy from 
investors and sell to investors within a reasonably short period of time 
so that the funds borrowed by brokers and paid by them to sellers of 
stocks will not have time to augment § before the repayment of the 
loans reduces it. Under such conditions, the activities of speculators 
will not affect the status of non-speculators and so may quite properly 
be financed by borrowed deposit-credits. But when speculators con- 
tinue through long periods of time to buy and sell among themselves, 
the absence of an investment demand suggests that existing prices are 


: “For further development of this point, see the author’s article in the September, 
1933, issue of the American Economic Review, particularly pages 460-461. 
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so high as not ippeal to investors and that borrowed funds are not 
being used for le; ite ends.** It is obviously desirable to curb specu. 
lative activities at such times. 

The bookkeeping entry for recording a bank loan to a broker js th 
same as that whic! ords a loan to any borrower, i.e., a debit to the 
bank’s “Loans a Discounts” account and a credit to the borrower’; 
deposit account. As a rule, the broker immediately transfers the own. 
ership of his borrowed deposit-credit to the customer who forced him 
to borrow by lrawing funds. This withdrawing customer is, of 
course, a potenti nsumer. Thus, in the case of a broker’s loan, the 
deposit-credit 1 | by the bank and loaned to the broker comes into 
the possession of a potential consumer without effecting a corresponding 
increase in the « f goods in the process of manufacture. Loans to 
brokers by ba therefore, are inflationary in tendency. Whether they 
are inflationa1 t, however, depends upon whether the potential 
consumer “spe! s newly acquired deposit-credit or hoards it. If 
the former occu) he expenditure augments the dollar volume of sales 
and so tends to rage a rise of commodity prices. 

The bookk« entry for recording the payment of a broker’s loan 
from a bank is same as that which records the payment of a bank 
loan, i.e., a del the deposit account of the debtor and a credit to 
the “Loans and Discounts” account of the bank. When a payment is 
made by a bi the deposit-credit which he uses is obtained from 
a customer who deposited it with the broker. This customer in tum 
obtained the deposi lit by rendering labor, capital or entrepreneur 
services to a producer.*” Thus the deposit-credit cancelled by the pay- 
ment of a broker’ was first disbursed as a cost of producing some 
of the goods process of manufacture, but the use made of the 
deposit-credit by the broker reduces the quantity of deposit-credits in 
the possessior tential consumers and by so doing removes all pos- 
sibility of this particular deposit-credit becoming a part of the volume 
of sales. The repayment of a broker’s loan is thus deflationary in 
tendency. 

The deflati effect of loans paid may be neutralized by the ir- 
flationary tend of new loans. This occurs, for example, when out- 
right owners si cs for cash to marginal speculators who hold th 
shares for a few weeks and then sell them to cash investors. The de 
crease in cons iying ability resulting from the repayment of the 

The borrowed f lo not create the fictitious values but they do make pos- 


sible the continua! 10se values while the larger and more cautious speculators 
are getting out from r 
*The customer have secured the deposit-credit by selling stocks for cash 


but in this event th irchaser of the stocks must have secured it by previously render- 
ing a productive s« 
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joan coming as it does so close to the increase in consumer buying 
bility resulting from the making of the loan has no permanent effect 
upon prices. In such a case speculators are performing their proper 
function of maintaining a constant market which in the absence of their 
activities would not exist due to the failure of investment supply and 
‘avestment demand to coincide in regard to time. But a continual in- 
crease in the total of brokers’ loans over a period of several months is 
certain to inflate commodity prices sooner or later, unless the quantity 
of deposit-credits given into the possession of potential consumers hap- 
pens to be counterbalanced by an equal amount of deposit-credit hoard- 
ing somewhere in the economic system. 

Something of this nature probably occurred in 1929. A large part 
of the selling of stocks for cash was done by the corporations floating 
new security issues. The deposit-credits created by the banks and lent 
to brokers thus came into the possession of these sellers. Many of the 
corporations neither spent, invested nor disbursed the deposit-credits 
which they secured but hoarded them for future expansion purposes. 
The fortuitous balance of the sum of deposit-credits so hoarded with 
the amount of new deposit-credits created and delivered to corporations 
via the stock markets goes far towards explaining the general absence 
of inflationary signs in 1928 and 1929. In the autumn of the latter 
year, it became necessary for potential consumers to reduce their bank 
indebtedness. Corporations disburse only as long as the funds disbursed 
are used by the recipients to purchase the goods produced. The flow 
of disbursed deposit-credits to the payment of bank debts diminished 
the motive for continued corporate disbursements and destroyed the 
need of future expansion. This in turn increased corporate hoarding 
and so removed the possibility of bank debtors, securing the deposit- 
credits needed by them to liquidate their indebtedness. The result was 
a condition of almost perfect non-liquidity. 

Witrorp J. ErreMan 

Albion College 
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SOME NEGLECTED MONETARY THEORIES OF JOHN LAW 
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garded as a warm proponent of paper money based 
vuthor of the unfortunate Mississippi Bubble. This js due 
tions which he made to the theory of money and bankin 
The Piedmont Memorials and the French Mon, 
escaped the attention of most students. Analysis of 
Law abandoned his ideas of paper money based upon 
tem of paper money issued by a central semi-public 
e of specie and commercial paper. Law was thus the first 
to give a complete and logical exposition of the theories 
nk credit operations, and reserve banking. In viey 
utions, our judgments of Law as an economic theorist 


I. Introduction 


hn Law as a monetary theorist has rested, among 
ists, largely upon the contributions which he 
l'rade Considered, written in 1705, and in which 


he fundamental principles of metallic money and 


r paper money based upon land as security. His 
o the theory of credit or bank money, resting 
pecie reserve and commercial paper which he 
ind 1720 in his Piedmont memorials and his 

king documents, have been very generally ignored 
documents reveal Law in a new light and show 

, not so different from those which we hold to- 
damental principles of bank credit money, re 
pecie primarily as redemption fund for the 

y, and the desirability of a circulating medium 


nd to the needs of trade as evidenced by the de- 


s could be ascertained, Law was the first theorist 

tion of these principles. 
rticle is to outline briefly the principal features 
he life of John Law, which is already well known 
r of good biographical sketches, is not repeated 
is expounded in Money and Trade Considered 


phical studies of Law see, especially: A. W. Wistor- 
Financier and Statesman (London, E, Saunders and 
Systéme et Son Epoque (Paris, 1853); P. P. Wood, 
Lauriston (Edinburgh, 1824); E. Levasseur, Recherche: 
de Law (published dissertation for the doctorate at the 
\. Thiers, The Mississippi Bubble, a Memoir of John Low 
i and Co., 1859); E. Daire, “Notice Historique sur Jew 
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nor the practical operation of his system in France, since they have been 
adequately treated elsewhere, will be discussed.” 


II. The Piedmont Memorials 


In 1711 Law came to Turin, the capital of Piedmont. He obtained 
an audience with the ruler, King Victor, in March, 1711, and encountered 
no difficulty in interesting him in a project promising relief for a national 
treasury burdened with debts.* With a strong government bank supply- 
ing the requisite money and credit facilities, Law told this ruler that 
Piedmont would gradually regain its former position as one of the lead- 
ing commercial centers of Italy.* In order to place before the King’s 
Finance Council a complete statement of his ideas, Law prepared an 
introductory letter entitled, Introduction au Crédit, which was not dated, 
but was written sometime early in 1711.° In this document he outlined 


24 discussion of Law’s theories contained in his Money and Trade Considered is 
given in the following works: F, K. Mann, “Der Politische Ideenhalt von John Law’s 
Finanzsystem,” Jahrbticher fur Nationalékonomie und Statistik, serie 8, Bande 58, 
1919, pp. 97-114; R. Rohrbach, “Die geld- und kredittheoretischen Anschauungen John 
Laws,” Volkswirtschaftliche Studien, Heft 18, July, 1927, pp. 56-109; A. E Monroe, 
Monetary Theory before Adam Smith (Cambridge, Harvard University Press, 1923) ; 
P. Cayla, Les Théories de Law (Paris, Marcel Giard, 1909); T. J. Greidanus, The 
Value of Money (London, P. S. King, 1932); J. E. Horn, Jean Law, ein finanz- 
geschichtlicher Versuch (Paris, 1854); A. W. Kerr, History of Banking in Scotland 
(London, A. and C. Black, 2nd ed., 1902); J. L. Laughlin, 4 New Exposition of 
Money, Credit and Prices (Chicago, University of Chicago Press, 1931) ; J. S. Nichol- 
son, A Treatise on Money and Monetary Problems (London, 1888); P. Harsin, “Jean 
Law—Le Financier Ecossais du Dix-huitiéme Siécle,” Journal des Economistes, vol. 34, 
pp. 1-15; A. Huart, “Les Idées de Crédit de Jean Law,” Revue d'Economie Inter- 
nationale, vol. 18, pp. 375-388. Among the many works treating John Law’s system 
see, especially: P. A. Cochut, Law, Son Systéme et Son Epoque (Paris, Librairie Hach- 
ette, 1853) ; F. V. D. Forbonnais, Vue Générale du Systéme de M. Law (Basle, 1758) ; 
J. Heymann, Law und sein System (Munich, 1853); E. Levasseur, Recherches His- 
toriques sur le Systéme de Law (thesis for the doctorate at the University of Paris, 
1854); M. Marion, Histoire Financiére de la France depuis 1715 jusqu’ad 1723 (Paris, 
A. Picard, 1914) ; G. D’Avenel, “Early Banking Schemes in France,” Quarterly Jour- 
nal of Economies, vol. 16, pp. 482-494; A. M. Davis, “Law’s System,” Quarterly Jour- 
nal of Economics, vol. 15, pp. 289-297; E. Levasseur, “Law et Son Systéme Jugés par 
un Contemporain,” Revue d’Histoire des Doctrines Economiques et Sociales, 1908, part 
i, pp. 829-346; C. Mackay, “History of the Mississippi Scheme,” Banker's Magazine, 
vol. 8, part ii, 1854, pp. 529-547; F. K. Mann, “Law—Die Fanatiker von Papier-Gelds,” 
Kolnische Volkszeitung, vol. 29, pp. 5-87; A. Thiers, “Historical Account of the Sys- 
tem of Law,” Banker’s Magazine, vol. 85, part ii, pp. 126-154. The works by Rohrbach, 
Cayla, Huart, and Levasseur indicate that these continental authors were aware of 
the significance of Law’s contributions to the theory of credit money. 

*Guiseppi Prato, “Un Capitolo della Vita di Giovanni Law,” Memoria della Reale 
Accademia della Scienre di Torino, serie II, vol. lxiv, no. 5, pp. 1-81. 

*Ibid., p. 10, 

_ ‘The documents submitted by Law to King Victor Amédée in the years 1711 and 
712 are a part of the State Archives of Turin and were written in both French and 
Italian. Some of them were brought to light as early as 1874 by Domenico Perrero and 
published in the Proceedings of the Royal Academy of Science of Turin in this year. 
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the nature and the chief functions of money, the development of credit 
and of banks, and the services which the outstanding banks of that day 
were rendering commercial nations. 

Law next sul ted a Mc morial entitled Plano per lo Stabilimenty 
a ear | In this document he proposed to found a national 
bank, under the direct control and supervision of the government, de 
signed to serve as a ral depository for funds both public and private 
The specie of the kingdom was to be deposited in the bank and note 
issued on that security. In this plan Law provided that in case any 
note was not « | at the bank on demand then all notes in circulation 
were to bear eight per cent interest. This idea, suggestive of a similar 
scheme of def or suspended convertibility attempted some year; 
later in Scotland with unfortunate consequences, was a defect that Law 
recognized and corrected before writing his second memorial.’ For the 
purpose of further explaining some of the ideas on banking contained 
in his first m¢ | Law wrote several brief supplementary notes jn 
the ensuing mont Early in 1712 he transmitted his last and most in- 
portant memori om the standpoint of banking theory, Plano per lo 
Stabilimento d’t Banca Private ed Erezione d@una Compagnie Con- 
mercio.® It was in this final document that Law embodied plans for a 
private instit f credit of such simplicity and soundness as to le 
characterized | nodern authority as constituting the most accept- 
able example of lit theory and practice of those times.° 

After suggesting in twelve stipulations the general character of the 
proposed private ba Law explained some of the more important 
features of its organization and operation.” The institution was to be 
officially created . royal charter setting forth the privileges and 
rights of the | ind its members. Fifteen days after the recording 
of the charter the subscription books were to be opened making available 
to the public o ,ousand shares at a par value of one hundred pis- 
toles.** Person e to be permitted to subscribe for not less than one 
Perrero overlo: tely, some of the material which is of great significance 
to the student of tary theory. Later, Professor Giuseppi Prato, op. cit., dis- 
covered three ents: (1) Introduction au Crédit (1711), (2) Plano per lo 
Stabilimento de 1aT7 o (1711), and (8) Plano per lo Stabilimento d'una 
Banca Privata e duna Compagnie di Commercio (1712?). The material 
presented in tl e was taken from Professor Prato’s analysis of these three 
memorials, 

* Prato, op 9-12, 29-30 

tJ. S. Nich pter in the Life of John Law,” Economic Journal, vol. %, 
1915, p. 393. 

Prato, op l 3 31 

® Nicholson, 0; n. 393 

’ Prato, Op. 


4 Pistole,a S I Italian coin valued at Law’s time at about $4.00. 
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yl] share nor more than ten, one-half the amount due on each sub- 
scription payable in cash and the balance within one year. The share- 
holders comprised the Assembly of Associates. At each annual meeting 
this group was to select from among its number a director-general, two 
treasurers, and two cashiers, this elected group of five constituting the 
active board of directors in charge of the daily operations of the in- 
stitution. 

The resources of this bank were to consist of (1) the capital of one 
hundred thousand pistoles, all of which would be available by the end 
of the first year’s operations, (2) the funds of the Crown and the State 
revenues as they were collected, (8) the private deposits of the people. 
As this specie was brought to the bank for deposit, bank notes were to 
be issued if desired by the depositor or evidence of deposit was to be 
given by pass book receipt which would not be circulated as money.” 
In this private banking project Law stated explicitly that notes were to 
be issued only in equivalent exchange for coin deposits. Thus he con- 
ceived that the bank would never be subjected to the danger of over- 
issuing paper notes. It was in the matter of loan policy, however, that 
Law showed the most originality. From the specie reserves in the bank 
vaults, loans might be made on good security at four per cent interest 
annually, no note to be allowed to run for longer than one year, and no 
loans whatever to be made in excess of twenty-five per cent of the total 
specie reserves of the bank. He said that while such a policy was ex- 
cessively conservative it was necessary in order to protect the credit 
of the bank at all times.” 


III. The French Monetary Documents 


The numerous memoirs and letters written by John Law on the sub- 
ject of money and credit during the four years from 1716 to 1720 when 
he was engaged in the promotion of his system in France have been so 
generally neglected by English writers on monetary theory that even 
the general extent and character of this material is unfamiliar to most 
English speaking students of the science of money. There are some 
features of this group of documents on meney which make them of par- 
ticular significance to Law’s reputation as an economic theorist. In the 
first place, all these various memoirs, letters, justifications and petitions, 
if gathered together into a single volume, would comprise a work double 
the size of Money and Trade Considered. In the second place, these 
French monetary documents were penned almost fifteen years subse- 
quent to his earlier book and there is every possibility that the greater 


b “T aw evidently secured this idea from the Bank of England, said to be the first 
ank to institute the use of pass books as evidences of bank deposits. 
rato, op. cit., p. 81. 
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maturity and wider knowledge of finance gained during this Period would 
enable the author to add to and improve upon some of his previous state. 
ments of theory. O isly, if Money and Trade Considered deserves the 
place in econ iterature generally ascribed to it, then these later 
works are worthy of careful study. 

Up to the present day only three works present the complete economic 
writings of John Law. The first was published in 1790, entitled Eupres 
de Jean Law, le the name of the editor is missing from the title 
page, it has quite generally been attributed to M. de Senovert, the French 
economic histo of the late eighteenth century.** More than half 
a century late: 1851, Eugéne Daire published an edition of Law 
works in his E stes Financiers du Dia-huitiéme Siécle,” while three 
years after this second work appeared, E. Levasseur published a mono- 
graph on Law which contains a complete collection of Law’s economic 
works.*® 

Arranged in order of chronological appearance, the following sum- 
mary suggests the purpose and subject matter of these documents. 

(1) Mémoire to Chamillart, written sometime in 1708, the date and exact 
content unknown because it is not available today. However, Law’s several 
allusions to it lead to the conclusion that it was similar to his later Mémoire 
on the government nking project. 

(2) Mémoire to ] s; XIV, entrusted to Prince Conti and then to Des- 
marets and presented to the king by this last minister as his own personal 
idea because he wa » captivated with it.?* 

(8) Considérations sur le Numéraire et le Commerce, a full translation 
of Money and Tr Considered, prepared by Law himself at the suggestion 
of the Regent 

(4) Premier M re sur les Banques, written to the Regent and the 
Finance Coun in 1716 outlining the organization and operations 
of banks and credit and the manifold advantages to be gained from a proper 
employment of tl 

(5) Second Mémoire sur les Banques, written probably a month or two 
after the first one, developing further his explanations of banking and credit 
operations. 

(6) Lettres sur les Banques, written early in 1712, comprising a series 
of fifteen commun ns of varying length supplementing the two principal 
Mémoires on the banks 

(7) Lettres sur le Nouveau Systéme des Finances, consisting of three 
letters written by Law an effort to quiet the public protest against the 
refunding of tl nuities and the promotion of the Company of the Indies 

“™M. de Sen Huvres de Jean Law, Controlleur-général des Finances de 
France sous la Régence itenant les Principes sur le Numéraire, le Crédit, le Com- 
merce et les Banqu: 3, 1790) 

Fugéne Daire, iste < du Dia-huitiéme Siécle (Paris, Guillaumin, 
1851). 

FE. Levasseur, I hes Historiques sur le Systéme de Law (Paris, 1854). 


FE. Levasseu 29; A. W. Wiston-Glenn, op. cit., p- 46. 
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4s a substitute investment. In this same group are included the Remontrance 
du Parlement de Paris au Roi and a letter from a private citizen to Law 
concerning the forced refunding of annuities."* 

9) Mémoire sur ?Usage des Monnaies, a long communication treating 
of the profit or loss to a state and a prince which results from the changes 
a the value of money and of the way in which paper money prevents such 
jisorders. 

, (9) Mémoires Justificatifs, a series of fifteen short letters written by Law 
following the collapse of the system, attempting to justify his course of ac- 


tion. 
(10) Lettre 4 Monseigneur le Duc de Bourbon, addressed from London 


on August 25, 1724. This communication affords some indication that Law 
was less to blame than others for the fall of the system.*® 


This study will outline briefly the four chief subjects to which Law 
devoted his attention in these writings: first, the development of con- 
tinental banking and credit to demonstrate that France might become 
commercially powerful only by adopting similar methods; second, that 
paper money furnished the most suitable money material ; third, that the 
type of credit which Law had conceived for France offered the most 
certain remedy for her financial disorders; and fourth, that the govern- 
ment bank which Law had designed to correlate the financial operations 
of the whole nation would serve as the fiscal agent of the king and would 
regulate the amount of credit which was to be employed in commerce. 

Law introduced his historical account of the growth of banks and 
credit in flourishing trade countries in Europe with a short explanation 
of the nature and functions of money, quite similar to the one which 
he gave in Money and Trade Considered. He seems to be slightly more 
mercantilistic in thought by this time, however, for he stated that the 
primary duty and responsibility of the state was to furnish the people 
with enough money to provide employment for all, to stimulate industry 
and commerce, and direct business activity in those channels which 
promised the greatest benefits to the state as a whole. Law next traced 
the development of banks and of credit in Western Europe. Although 
he directed attention to a number of early continental banks, it is clear 
that most of his deductions and theories were obtained from his study 
of the Bank of Amsterdam and the Bank of England. It will be appar- 
ent, when his proposals for the national bank in France are examined, 
that he modeled it mainly upon the organization features of the Lon- 


*Law, Lettres sur le Nouveau Systeme des Finances, Daire’s ed., p. 633. This 
group of letters was published in the February, March, April, and May, 1720, issues 
of the Mercure de France. 

“Reinhard Rohrbach, “Die Geld- und Kredittheoretischen Anschauungen John 
Laws,” Volkwirtschaftliche Studien, Heft 18, October, 1927, p. 109, states that there 
's every indication that Law was the victim of a plot to shoulder him with the entire 


same for the system in order to free others equally or even more culpable for the 
disastrous consequences. 


652 M J. Wasserman and Frank H. Beach [December 


don bank and the operative features of the Dutch institution With 
a rather hast y summary of the growth of banks and of bank credit jy 
mind, Law took the next step in building up his case for credit by giving 
an exposition of the many adv: whi nc 

Xx} . ya antages hich Paper possessed over the 
precious metals as a money material. By the time he wrote these French 
documents he had quite definitely abandoned his former ideas concern. 
ing the use of r : ered land as a paper money security.” However. 
he had in no way changed his theories about the many superiorities which 
paper had in comparison with the metals as an exchange medium” To 
the conclusive demonstration of this thesis Law devoted a large part of 
the Premier Mémoire 

It was upor this theoretical foundation that Law built the exposition 
of his newly conceived system of credit for France, a type hitherto w- 
known and unpractised anywhere, planned to remedy the ills which were 
burdening the finances.”* From his original starting point that a sufficient 
supply of money was the prime requisite for trade, he argued that credit 
was of even greater beneficial influence upon commerce and that public 
credit was the most advantageous kind to employ.” What he had to 
say upon the nature of this special form of credit was prefaced by « 
brief account of how credit originated and came into common usage. Law 
mentioned that there were different forms of credit in use, suggestive 
of the classification that Steuart gave a century later. He then de- 
clared that public credit was the credit of the state exactly similar in 
principle to private credit which had been commonly employed for many 
years. This public credit, created by gathering together in the king’s 
bank the money of the kingdom and issuing credit instruments upon this 
base, was more extensive and acceptable than private credit.” Private 
credit obvious! sessed defects such as limitation of extent, accept- 
ability, duration, and volume, from which public credit was free. 

How was it created and maintained? Law answered that the real 
secret both of its creation and continuation was confidence. This was the 
primary essential of a successful credit structure of any sort, but par- 
ticularly neces to public credit. If a person loses confidence in an 

* This was tl thesis of his Money and Trade Considered. 

= John Law, Present State of the French Revenues and Trade (London, J. Rob- 
erts, 1720, p. 46). The book cited in this note is a translation into English by an ur- 
known writer who signs himself “The Translator” of Remontrance du Parlement de 
Paris au Roi, of Law ly to this Remontrance, of Law’s two letters on the “New 
System of Finances, d of the letter of a private citizen to Law in answer to the 
first of these two letters 

2 Law, Second Mémoire sur les Banques, Daire’s ed., p. 528. 

* Law, Present State of the French Revenues and Trade, p. 48. 

*See Sir James S rt, Principles of Banks and Banking of Money (London), 


1810, pp. 181-182 
* Law, Present | f the French Revenues and Trade, p. 91. 
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dividual, he may at once destroy that person’s credit simply by raising 
, doubt as to his ability to meet his obligations. But a state, if its credit 
be subject to question, may ward off such action by laws or by force.” 
The argument in favor of forced credit, if the need for such action should 
srise, was in harmony with Law’s thesis that public credit should be 
(yrnished by the state bank, that its notes should be legal tender through- 
out the kingdom, that it should act as the collector of and depository 
for taxes and public revenues, and that it should loan the government 
the sums required for national expenditures. Law made it quite clear 
‘hat foree was contrary to the best principles of credit, but he declared 
at the same time that a ruler should never hesitate to employ force when 
that was necessary.”’ He argued that people could sensibly do no less 
than give the sovereign their complete confidence because it was to their 
greatest advantage and interest to secure and retain it. Once public con- 
fidence was secured, the people would be willing to bring to the king their 
specie and wealth, not as a loan but as a deposit in the king’s bank. Law 
conceived of this royal bank as the heart of the credit system of the 
country, since it was both the receiver of the cash and the dispenser of 
the credit, holding the funds of both sovereign and subject and furnish- 
ing in return credit large and certain enough to meet trade require- 
ments.”* Law realized that before he could succeed in establishing the 
degree of public confidence required to found such a bank there were 
several popular notions he would be compelled to disprove. These te- 
nacious ideas were, (1) that subjects should have no financial dealings 
with their king, nor loan money to those who did have, (2) that the 
specie of the land belonged to the people and not to the sovereign, (3) 
that only the precious metals were proper materials for money, (4) 
that only credit which was entirely free and voluntary was proper for 
the nation. 

In opposition to the notion that business relations between king and 
subject were inadvisable and to be avoided by the people, Law advanced 
what he called a new principle of government.” “Of what use does the 
king make of this new credit? He only lends it to a trading company, 
into which all the materials of trade in the kingdom fall successively, and 
are amassed into one. The whole nation becomes a body of traders, who 
have for the cash the royal bank, in which by consequence all the com- 
merce, money, and merchandise re-unite.”*® Law developed the idea that 
if private trading, limited as it must be, is capable of producing the 


*Cf. J. S. Nicholson, Treatise on Money and Monetary Problems, p. 146. 
“Law, Second Mémoire sur les Banques, Daire’s ed., pp. 550-551. 
Mei, Lettres sur les Banques, Daire’s ed., pp. 591-596. 
. a — State of the French Revenues and Trade, p. 49. 
bid., p. 69. 
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benefits that apparently accrue to those who employ it, how much 
wiser is a prince and his people who unite their funds in a common enter- 
prise for the mut profit _ both ruler and subject. He next proceeded 
to show the erro: of th notion that the coin of the country belon 
to the people rat an to oy king.** He likened money, the life-blood 
of commerce, to blood in the human body. In the same sense that the 
blood belongs to no single organ or member of the human body, so money 
belongs to the people only by way of circulation to pass on to others 
in the mutual acquisition of desires.” In the final analysis it was right. 
fully the possession of * king. Sufficient attention has already been 
directed to Law’s arguments against the last two of the popular no- 
tions which he felt obliged to disprove, namely, that only the precious 
metals were fit materials for money and that force was contrary to the 
best employment of credit. 

Next we come to Law’s proposals for a national bank in France which 
was to climax this line of reasoning. It is essential to remember in ex- 
amining these banking proposals that they were written some three or 
four months after the Finance Council had rejected Law’s plans for a 
government bank and, therefore, he is now attempting to outline a credit 
institution which will be semi-public in nature, administered by private 
persons under the direct inspection and authority of the king. Law stipv- 
lated the following general features of organization and administration, 
Capital was to be furnished either by the state or from public subscrip- 
tion as the Council should decide. If the former obtained, the Regent was 
to receive three-fourths of the profits, and Law one-fourth, but if private 
capital was used, each shareholder would receive a proportionate share 
in the gains. ‘The Finance Minister was to be in direct supervision and 
control of the bank while Law, as director, was to manage the institv- 
tion and decide all general matters of policy and management subject 
to the approval of the Minister. 

Law was explicit in his stipulations for the management of the note 
issues. In the f place, it was provided that the sum of ten million 
écus*® should be printed and properly authenticated by the necessary 
bank officers a start of banking operations and that no more notes 
were to be prepared for one year without the written approval of the 
Finance Minister. These ten million écus de banque were then to be 
turned over to the director. Each note, as it was issued in exchange for 

1 Of, Nicole Or . Traité de la Premiére Invention des Monnaies, edited by 
M. L. Wolowski (Paris), 1864, p. 20. One of Oresme’s contributions to monetary theor} 
was his contention that the specie properly belonged to the people and not to the king 

“Law, Present State of the French Revenues and Trade, pp. 91-92. 

* EK. Levasseur, it., p. 89 ae écus de banque were worth 8 livres 10 sous and 
were issued in su form that they would always be redeemable by the bank in the 


same weight a1 dard of specie as when the bank received the deposit. 
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«vin, was to be entered upon the record book for purposes of future veri- 
gcation when it came back to the bank for payment. In the provisions 
for note issue it is apparent that Law was far from being as conserva- 
tive as he had been in his Piedmont proposals. The only limitation upon 
the amount of the issues was the restriction that they normally might 
be prepared but once a year, and that the director and the Minister 
of Finance should jointly decide upon the amount needed to meet trade 
requirements. His plan for bank loans was somewhat more commendable 
for he stated that no loans whatever should be made until ‘the credit 
of the bank was firmly established. Thereafter the director might em- 
ploy a part of the deposits in productive loans provided that a suffi- 
cient specie reserve was constantly maintained with which to pay notes, 
and it was further stipulated that each loan was to receive the approval 
of the Finance Minister.** The bank was never to be compelled to loan 
any part of its funds to the king. Law suggested that, at the outset, 
it would not be necessary to open account books with merchants and 
traders since they would be apt to use the bank primarily as the medium 
for cashing the notes which came to them in trade. However, as soon 
as the bank had demonstrated its ability to meet all its notes promptly 
when presented, these men would find it more convenient to deposit cash 
or notes and effect payments by means of transfers upon the books of 
the bank. As soon as that time came, proper books would be opened 
so that payments between parties might be completed without any ex- 
change of cash or notes.** 

After completing his proposals for the organization and operation 
of his bank, Law turned his attention finally to an attempt to refute 
the six most important objections which the members of the Council of 
Finance had raised against his proposals as presented at the meeting 
of that body in October, 1715. The first objection was the fact that 
merchants and traders, lacking faith in the new bank, would attempt 
to redeem all notes which came to them in trade as rapidly as they re- 
ceived them. To this Law replied that as soon as men generally discovered 
that notes would be paid as promptly as they were presented at the 
bank, they would cease bringing them in, for the notes would prove 
to be far more convenient than coins in trade and, moreover, would 
possess a more stable value. The second objection was that London 
and Amsterdam were great commercial centers and therefore required 
banks while Paris was not nearly as important a commercial center 
and could do without one. Law countered with the arguments that no 
one would contend that Paris did not desire to become a thriving trade 
center and that the bank was the surest means of attaining that end. 


ou ‘w, Second Mémoire sur les Banques, Daire’s ed., p. 593. 
John Law, Present State of the French Revenues and Trade, p. 38. 
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In the third place, it had been contended that because silver could ear 
an interest of fi r six per cent while the bank notes bore no interest 
at all, people would promptly cash in any notes which came to them in 
order to receive an interest income from their silver money. To this, 
Law replied that the same objection had been made in England before 
the establishment of the bank there, but after the bank began to func. 
tion money became plentiful, interest rates declined, and the bank notes 
furnished a more convenient medium of exchange than either the coins 
or the goldsmith’s receipts had afforded previously.** The fourth ob- 
jection which Law considered was that the bank would not be in a posi- 
tion at all times to redeem its notes if it used part of its resources in 
loans. He argued that in most banks this practice was followed and 
that the merchants and patrons understood the matter and never ques- 
tioned the credit of those institutions. It was highly improbable, he 
stated, that all persons holding notes should desire payment of them 
at the same time. The danger that the king or minister might seize the 
funds in the bank in times of national financial distress was the fifth 
objection which Law answered. His reply was that this might happen 
to any financial institution, even to one which retained all of its deposits 
in the vaults. The sixth and final objection which Law met was that in 
case of war everyone would immediately attempt to convert notes into 
specie because the state and the bank would be in jeopardy. Law replied 
that even though the country should be invaded, the enemy would cer- 
tainly realize that the bank furnished them the most certain means of 
securing their indemnities, and, therefore, it would not be molested. Then, 
he asked, what private individual would withdraw his specie from the 
bank and retain it in his own possession in a country overrun by soldiers’ 
The safety of such funds would be far more certain in the bank itself 
where they would ill probability be guarded by the one side or the 
other. 


IV. Conclusions 


It seems unfortunate that Law’s reputation has rested largely upon 
Money and Trade Considered, a treatise written early in his career and 
admittedly put t her in haste in the hope of meeting a national finar- 
cial crisis. Nevertheless, on the basis of this work alone, several out- 
standing recent authorities have given him high rank among the chief 
contributors to the growth of money doctrines.** With the exception of 

Tbid, 

J. S. Nicho l'reatise on Money and Monetary Problems (London, 1888, p. 
124); W. Roscher, Geschichte der Nationalékonomie in Deutschland (Munich, 1874, p 
108); A. Monroe, Monetary Theory before Adam Smith (Cambridge, Harvard Unt 
versity Press, 1923, ; il, 208); J. W. Angell, The Theory of International Price 
(Cambridge, Harvard | ersity Press, 1926, p. 294); J. L. Laughlin, A New Exp0- 


sition of Money, Credit i Prices (Chicago, University of Chicago Press, 1931, p. 86). 
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Professor Nicholson, who was conversant with Law’s Piedmont me- 
norials, none of these modern critics have been familiar enough with 
the later monetary documents written by Law to use them in any way 
, making their judgment of him. 

It would appear that Law, in his Piedmont memorials and French 
monetary and banking documents, achieved three things which have not 
received adequate attention. He gave definite expression to a commend- 
able account of the organization and operation of a private, public, and 
ymi-public bank. He set forth the basic principles of reserve banking 
and while many of these principles were deduced from the banking prac- 
tice of his day, very few had ever been described and discussed. Most 
important of all, he conceived of credit money in a manner ahead of his 
times, for while earlier writers had elaborated upon the principles of 
hard money, Law was the first theorist, as far as is known, to give any 
exposition of the nature and possibilities of reserve credit currency. His 
great contribution in this respect was the recognition of confidence as 
constituting the outstanding characteristic of a paper money exchange 
medium. Concerning the theoretical importance of these French docu- 
ments, Levasseur said, “In spite of obvious theoretical defects, Law’s 
suggestions in their fundamental concepts evidenced the most remarkable 
ideas of credit and finance seen up to that day. The author, by the 
novelty and sagacity of his plans, is placed in the front rank of finan- 
cial reformers. It is easy to point out his mistakes and shortcomings to- 
day, but at his time this was all new and untried. His schemes are real 
evidence of a superior and unusual financial genius.”** 

Max J. WassERMAN 
Frank H. Beacu 
University of Illinois 


*E. Levasseur, op. cit., p. 56. 
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ECONOMIC EQUILIBRIUM AND FRICTION the sti 
Advances in umber theory have made it possible to restate concise} bartel 
simply certain t features of mathematical economics relating to a pricin ’ “ the 01 
librium. The pricing tem may be regarded as a function of the subdivision Ane d 
commodity as it tributed by the sellers to the buyers, and both Stenter ot -— 
value indexes 1 derived from the data of such disposals of goods in a a it is 8 
cleared market, o1 ecession of such markets. Theoretically, the price level ie wil st 
flow of goods unity, though it varies in a reciprocal relation to each Th 
modity taken a undard of value, and the average of the possible price level | 
thus resulting i unity. Marginal productivity, the real interest rate, and cay; ae 
talization valu be expressed by suitable curves and their derivatives. Secs fluenc 
schematic desc f markets makes possible a delineation of the chief tacts ique 
involved in “capital pressure” and the disequilibria characterizin j ‘ ae 
I e dis major depressi 
ma) pressions, obj ec 
In spite of the fact that the world has become critical of the classical trati 
concepts of economic law, it is quite possible that the future will record whick 


as one of the epoch-making triumphs of science the demonstration of the Ma®"° 
nature of price equilibrium in a theoretical market. For if the managed fort! 


economies of the future are to serve rather than to tyrannize over the is on 
public, they obviously must recognize the significance of price setting in Back 
a market as a democratic means of directing capital, and must check or chan 
eliminate the | ons, lags, and disequilibria which have proved so di- Ia" 
astrous to mod society. dent 

The long gropings of economic thinking have at length resulted in tity | 
isolating from its ethical and historical complex the logico-mathematical Fe 
concept of the equilibrium of price relationships which would result if flow 
man were guided wholly by intelligent individualistic self-interest in a of e 
market milieu where land, capital, and personal services constituted the exch 
objects and agents of his acquisitive activities. That the underlying that 
hypothesis of equilibrium economics is not closely in conformity with 7 
historic reality, is beside the point. In fact the value of the analysis i bot 
dependent on the condition that it is an unreal abstraction. For it i ts 
not likely that we shall attain to an understanding of the infinitely com- a. 
plex facts of social life unless we closely examine, one by one, the major cho: 
factors that enter into it. Beyond that task lies the more difficult one logi 
of synthesis, h social science has as yet scarcely attacked. an 

Recent de ents in index-number theory have made it possible to toe 
state in a V ple form the basic equations of mathematical eco- m 
nomics. And hese or related equations are now being used by 1 
Keynes and « the analysis of current problems, it may be well to fro 
approach the « ition of certain economic disequilibria by way 0! tha 
these equations the 

The basic 1 nts of economics are thought of as arising out o! : 
an adequate mar! which individuals bring their goods, services, and if , 
capital, and 1 completely cleared by a process of exchange. From a 


= 
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ihe standpoint of theory it does not matter whether the exchange is by 
barter or by a commodity money, since the latter is finally cleared with 
the other objects of exchange. It does matter, however, whether the 


equi. ‘ " 

ad schedule of values 1s stated in terms of the commodity money, or whether 
y ad HMMM:, ;; stated in terms of the whole market, as the following considerations 
unit 


will show. 
The price equilibrium obviously is expressed as merely a series of ra- 
tios arising out of the process of exchange. Outside of the market, in- 


uch , gduencing and limiting it, are many conditions of natural resources, tech- 
actors niques, desires, attitudes, social pressures, and ethical restrictions on the 
sions, HAM o})iects traded. These conditions may lure the student from his concen- 
siead tration upon exchange value, and lead him into labyrinthine paths, 
eal rhich, if followed, will cause him to traverse all the institutional proc- 
f the esses of social evolution in its relation to the natural environment. But 
aged for the task at hand these are by-paths; for the student of pricing there 
> the is only the pulsation of the market, with its goods offered and cleared. 
ig in Back of it all there may be a fluctuating social value representing 
Le changes of emphasis and variations of intensity in the aggregate de- 


% sires which are implied in the valuation process. But to this also the stu- 
dent is blind except as it may be inferred from the tempo and the quan- 

at tity of goods passing through the market. 

For purpose of analysis it is necessary to abstract from the perpetual 


It if flow of the market, with all its accelerations and lags, a single pulsation 
i of exchange, or unit market; that is, an inflow of specific goods, their 
1 the exchange, and their withdrawal from the cleared market. It is obvious 
ying that in such a unit market the average of all the ratios of exchange is 
with necessarily unity, because all goods, including commodity money, are 
om both bought and sold. That is, each ratio as seen by one trader involves 
ar its reciprocal as seen by the complementary trader. Hence, unless a 
“as special frame of reference of one commodity or a restricted group is 
ajor chosen, the price level is always unity. Also, since from the standpoint of 
be logic rather than of utility any commodity is as good as another as a 
special frame of reference, the price level may be expressed by reference 
le to to each commodity in turn, and the average of all these price levels must 
wm necessarily be unity, as will later be shown. 
1 by The specific valuations in a theoretical market may easily be deduced 
Jl to from a record of the detailed exchanges considered as barter. Suppose 


il that commodities A, B, and C (to any required number) are brought to 
the market, and it is known what fractions of the others each receives 


itof in exchange. These data are sufficient to price all the commodities. For 
= if we write Ua, 0, and ve as the total value of each commodity, respec- 
ron tively, and fra as the fraction of B that goes to A, etc., we have a deter- 


minant form of the type: 


f the 
Ccom- 
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foao fcaVe 
Va t+ —ferve 
Va — foct» + Ve 
where each row suated to zero and the coefficients in eac 
to zero. Since each equation is necessarily the negative gen 
the system can bi ved only by assuming that the sum of va, v,-and p, 
is some arbitrary number as 100 (per cent). 

It will be noted t in the determination of the relative values of the 
different commodities, no physical units need be assumed. If, however, 
the period thus studied is to be taken as the basis of reference, then in 
accordance with s lard index number practice, the units of value 
Vay Ud, etc., may | garded as physical units (qa = va, qo = mp, etc.) 
and may be totaled to give the aggregate quantity as well as the aggre. 
gate value. Th: price index is therefore 100 per cent. 

Any given success cleared market involving the same group of 
traders may be m ed by index numbers relative to the basic market. 
The aggregate q y index is very simply obtained by measuring each 
commodity in thé n market in the physical units of the basic market 
thus (subscripts | 1 indicate the base and given markets, respective- 
ly), 

Xq,/2qo 

Units of value in the given market are obtained from data of trading 
by use of the equations previously described, the sum va + ®p, etc., being 
equated to 2g, and the valu index is, 

V, = 
The price index is 1 simply expressed as, 

= V./Q, = 100% 

which is equivale1 . weighted average of the specific price relatives. 
Since the price 1 es are double ratios, the weights must be chosen 
accordingly (see D nd Crowder, Methods of Statistical Analysis 
pp. 51-58), though in this case the double weightings reduce simply to 

The evolution lit as an instrument of exchange may be correctly 
represented as to il sential function if it is assumed that the market 
authorities issue « t units equal in number to the quantities of goods 
brought to the ma , as determined by the quantity index just de 
scribed, and secured theoretically by the actual goods themselves. Thus 
in effect the market through its issuance of credit would take a mortgage 
on the goods. In s ng it would attempt to anticipate the revaluation 
of the given market, and in theory the revaluation may be assumed to be 
correct ; otherwis .rgin of debits and credits might have to be car- 
ried over for clea n the next market. Assuming that the volume of 


credits thus issued equaled the quantity of goods brought in, and that 
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ihe hypothecation of the goods correctly anticipated the revaluation, the 
orice level would remain at unity, the market would exactly clear, and 
he credits would be canceled.’ Thus credit money is theoreticaily certifi- 
utes for the goods traded, issued to facilitate the process of exchange 
and revaluation. 

If now successive markets are assumed, each of which is calculated 
» terms of the preceding as a base, and if the time interval of each such 
narket is made to decrease to a minimum, we have a picture of credits 
constantly issued against quantities of goods at preceding prices and 
cleared at revalued prices. In the real market this discontinuous picture 
nerges into a continuous process involving a flow of goods and credits 
wainst them or comparable goods. 

If, however, the quantity of credits to be issued were determined with 
reference to one specified commodity in an endeavor to hold this com- 
nodity at a constant price, then the quantity of this commodity brought 
to market together with its revaluation would govern the volume of 
credits issued and consequently the total valuation of the whole market. 
Out of this procedure would arise the familiar phenomenon of a rising 
ora falling price level, representative of the changes in the evaluation of 
the specified commodity, or of errors in estimating its revaluation in the 
market. Changes in the price level will be represented as the reciprocal 
of the real price of the commodity money (vcm/qem), which now becomes 
100 per cent, while other prices and values change in the same propor- 
tion. It may readily be proved that if each commodity in a given market 
is chosen successively as the credit base, the resulting price levels are the 
reciprocals of the real market prices of the credit bases, respectively ; 
and when weighted by v, give an average of unity.” Hence an impartial 
price level, which is a reflection of the whole market rather than of a 
single commodity, is necessarily unity, and an impartial credit policy 
based on aggregate quantities would maintain this constant level. 

It is hardly necessary to stop at this point to suggest the bearing of 
abstract theory in explaining the international struggle for gold that has 
played such a leading part in the debacle of the last few years. In the 


‘It might plausibly be argued, if the practical question of credit control through 
the prestige of a central bank were the issue, that the discount rate involved in time 
preference should be considered a dimension magnifying or diminishing future in- 
come; in other words, that stabilization should be directed toward the current retail 
consumption market or the closest feasible approximation to it. But this question is 
not of importance in a theoretical analysis. 

‘Each price relative is v,/q, and when the price of the commodity chosen as the 
standard of value is held constant, each relative and the weighted average of the 
relatives is divided by the standard v,/q, thus making the price level q,/v,. Since 
*{:= Xv, the average of all the price levels obtained by taking each commodity in 


‘uccession as the standard, is unity, when each is given its appropriate weight as a 
ratio, 
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United States, and to some extent elsewhere, credit policy prior to 1999 
was directed toward the maintenance of price levels in the face of an in- 
for the prospects of an inadequate 
supply. The whole situation, including the rapid development of cep. 
tralized banking systems, pointed to an evolution from a commodity 
money to a full credit money, yet no steps were taken either to bring 
about the transition or to safeguard the traditional standard. Instead, 
business drifted until the restriction of credit in attempted adjustments 
to the gold outlook seemed necessary, and international panic was pre- 
cipitated. 

Returning to the theoretical concept of the market, we may observe 
that as a corollary to the pricing process involved in trading there js 
implicit in the changing relations of each specific paired p and q the 
supply and demand curves of that commodity, though in fact it would 
be difficult to isolate these curves unless circumstances allowed the segre- 
gation of supply and demand factors as independent variables. There is 
also involved an implicit forecast of future earnings and a determina- 
tion of the abstract pure interest rate. In theory we may assume that 
traders correctly anticipate the future, at least within the limits of time 
that are significant from the standpoint of discounted future income. 
In such a case the pricing of a durable property implies an interest rate 
at which the anticipated incomes are discounted. If static equilibrium 
is established, the rate will be such that the goods necessary to build 
and maintain new properties will be priced so as to yield the same rate | 
on marginal investment ; otherwise, there will be an increase of properties 
until a lower equilibrium rate is established, or a deterioration of some 
of the properties until a higher rate is established. Dynamic change will 
increase the qualities of goods brought to successive markets, and will 
affect their revaluations in terms of the new outlook. 

The marginal rate of investment returns thus emphasized may be 
mathematically represented for a specific or for aggregate properties in 
a static situation by a net income curve of the type 

log Y=a—ba” 
—a modification of the familiar growth curve with a functional declin- 
ing rate of increase—where Y is the net income to property, 7 is the 
amount of maintained and suitably proportioned capital goods applied 
to a given piece of land, and a, b, and ¢ are parameters. In equilibrium, 
the marginal investment rate will be dY /dzx which will gradually diminish 
with increased investment toward the limit of zero as # approaches in- 
finity. If the future iricome is v isualized as constant, the capitalized value 


of the property is the income divided by the marginal rate, or Ydr ay; 
if it is visualized as increasing or decreasing, an additional term, D, may 
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he added expressing the discounted value of this excess, whether positive 
or negative. 

An important consideration pertinent to the current depression arises 
out of the income-capitalization relationship thus described. It is obvious 
that if in the market capital values are bid up, and new capital proper- 
ties are thus encouraged, the marginal rate will decline and the capitali- 
zation will expand. Even though the process is dynamic in that new in- 
ventions are being utilized, the same result will be reached unless the new 
capital finds its way into new industries designed to feed new wants. In 
other words, if consumption lags far behind production, that is, if saving 
is excessive relative to the total income, low marginal investment returns 
and high capitalization may be expected. This condition may appro- 
priately be called capital pressure, by analogy with population pressure, 
as described by the sociologists. Theoretically, it would be revealed by 
a lowering interest rate, but in reality the prevailing rate might be stim- 
ulated by risk, by a desire to deflate, or by the earnings of speculation in 
the increasing capitalization values. 

The practical importance of a recognition of capital pressure lies in 
certain social dangers lurking in it. In the first place, the lower the rate 
of marginal capital earnings falls, the greater the difficulty of placing 
new capital becomes, since the relative importance of distant future in- 
come is increased with the decline of the discount rate, and more ac- 
curate forecasting is therefore imperative. This fact is particularly sig- 
nificant in a dynamic period, when new inventions may out-mode capital 
commitments in a comparatively short time. Hence capital pressure may 
restrict the flow of capital into investment even more than it restricts 
the volume of saving. The approach of such an unstable equilibrium may 
be retarded by prodigality and waste, and by the fictitious earnings of 
rapidly increasing capitalization values. But when confidence weakens 
and fear rules, both investment and consumption dwindle, and a veritable 
industrial paralysis may ensue. Hence the popular view of depression, 
though inadequately expressed, may be largely justified. According to 
this view there may develop a general overproduction of capital goods 
leading to excessive competition and speculation, a diminution of real 
profits and a reckless spirit of extravagance and waste, and finally a 
collapse through lack of confidence. 

Other features of capital pressure are the discontent arising out of 
the status of labor relative to the growing capitalization of the wealth 
of the managerial business classes, and the insistent demand for foreign 
investment expansion. Obviously all of these features together make for 
social instability and conflict. It hardly needs to be suggested that the 
Prosperity period, 1922-1929, exhibited many aspects of an unduly in- 
creasing capital pressure. 


664 George R. Davies [ Decembe; 


Returning again ibstractions, we may observe that the production 
and consumption of goods and the circulation of money and credit jy 
successive markets merging into a continuous flow may be described by 
means of equations in which the index numbers of markets previously de- 
scribed are utilized, | which are similar in nature to those used in cur- 
rent economic discussions. The basis of these equations is the ‘simple 
equality, 
P=V/Q 

that is, the price index (P) is the ratio of the value index (V) to the 
wre quantities index (Q). In a continuous market, where money and 
credit (M and M’) are circulated several times (R and R’) during the 
period under consideration, MR + M’R’ = V, and V/Q expands into 


the equation of excl 
P MR+MR )/Q 


which in a predominantly credit economy evaluated in terms of a con- 
modity money beco 


Pp MR/Q 
the credit being considered as the money. Perhaps the equation should 
be expanded a little further to the form 
p= Xmr/Xqr’ 

where mr includes every kind of circulating medium and its rate, while qr’ 
refers to the goods transferred by the circulating medium multiplied by 
their rate of transfer, thus offsetting the rapid circulation of credit in 
speculative markets by the equally rapid circulation of the goods traded. 
But in any case the formula can be only roughly approximated by actual 
data, and is of use chiefly as a convenient means of describing certain 
interrelationships, without specific reference to causality. 

Other relationships, more significant for the purpose at hand, may be 
set forth if the scope of the market as studied is limited to consumers’ 
goods and those capit oods which represent new investments—that is, 
to the volume of production in excess of that devoted to the maintenance 
of the total productive plant. It will, however, be more convenient to deal 
with aggregates of the quantities and values rather than with index nun- 
bers esis a percentage base, and V and Q will be interpreted accord- 
ingly. We may now 

qs 71 qe or V Vo 
where p and q indicate the prices and quantities of specific commodities, 
and the subscripts s and c indicate s: avings and consumption, respective- 
ly. Also, 
V=U+E 
where U indicates t] rsonally unearned income of rent, interest, and 


capital profits, that is, the earnings of capitalized properties, and E 
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signifies the personally earned income of wages, salaries, commissions, 
and management profits, that is, the income measuring personal services. 
We now write, 

U+E=V,+V, 
shich presents the primary divisions of income as received and as spent. 

Qne further very significant subdivision of Vc should also be here 
recognized. A considerable part of consumption of present goods is in 
the form of necessary consumption of goods in the support of working 
capacities, just as in the industrial process preceding the output of con- 
sumption goods, many goods are required in the support of investments. 
These final necessary consumption goods may be indicated by Vance, while 
goods consumed as luxuries may be indicated as Vie. 
~ It will be noted that though the dichotomy of each of the two mem- 
bers of the above equation is by no means identical, yet there is some 
tendency for U to be spent as Vs and E as Vo. Seventy-five per cent of 
very large incomes, comprising chiefly property returns, are said to be 
reinvested. Hence the concentration of wealth, as indicated by the linear 
double logarithmic upper extreme of the curve of income distribution, 
makes for capital pressure, particularly in a new country still influ- 
enced by pioneer traditions of the Puritan type. But the dichotomy of 
the first member differs materially from that of. the second member in 
that the former is technically determined in an equilibrium situation and 
is only indirectly related to demand—in the simplest form it is a func- 
tion of the natural differentials of land rent—while the latter is largely 
a matter of time preference expressed directly in the valuations of the 
market. Hence an attempt to influence wage levels (E) may cause far 
more industrial maladjustment than an attempt to influence the volume 
of savings (Ve). It is possible that the safest way to increase consump- 
tion as compared with investments, assuming this to be desirable, would 
be to supplement wages by extending education and other free income 
taxed chiefly from U, rather than by the direct raising of wages above 
their market level. 

The development of capital pressure may be stated as a series of 
variables approaching limits (dY/dz as previously used now becomes 
aU/dV.) 

V./(V—Vne) 1 

dU/dV,—>0 

UdV,/dU + D> 
Minor readjustments in the implied curves would have to be taken into 
account under dynamic conditions, but in any case the significant change 
would be registered in the increase of Vs/(V — Vue). At some point in 
this increase, to be determined by experience and a knowledge of psycho- 
logical conditions affecting business confidence, the relative increase of 
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V. and the accompanying changes in marginal investment earnings and 
capitalization increases would produce a strain likely to result in panic. 
It is doubtless true, however, that causation such as is here described is 
not mechanical, but is rather of the type studied in the psychological 
laboratory. Fundamentally the problem is one of mass psychology, the 
traditions and culture supporting it, and the power of prestige and lead- 
ership. Yet the economic conditions acting as stimuli are subject to 
mathematical analysis, and the reactions may be predicted as probabili- 
ties, and danger signals raised. 

The effect of an investment collapse through capital pressure may be 
briefly considered with respect to debts. Theoretically the capitalization 
of an industrial system (UdVs/dU + D) equates the total priced assets 
considered as a maintained aggregate rather than an income flow, It 
therefore represents a debt against the system in favor of individual 
creditors. This debt may be explicit, as bonds, or implicit in the pre 
sumption that capital earns interest. But with the shrinkage of price 
levels consequent upon the appreciation of the commodity money, and 
the shrinkage of capital values through the decline of actual and pros- 
pective income, the debt, together with other fixed charges, constitutes 
an impossible burden, and the readjustments of bankruptcy courts or 
scaling agreements become inevitable. 

It may be suggested finally that the traditional assumption that eco- 
nomic equilibrium can be maintained only by laissez faire markets is 
questionable. An area drawn into the codperative complex of common 
markets appears to enter upon a process of integration through cen- 
tralized credit control and corporate organization which lessens flexi- 
bility on a competitive basis but promises to increase it on a basis of 
planning through 1 general agreements and organization. It has al- 
ready been noted that the evolution of money gradually substitutes 
credit for a single commodity standard, and that credit based on the 
quantity of goods brought to the market is theoretically secured by the 
goods themselves fo ch it is in effect a book account entry and re- 
deemable by them, in spite of the fact that gradually shifting valuations 
alter the proportions of the credit assigned to specific commodities. But 
a full credit system requires centralized control to a higher degree, no 
doubt, than has y en attained. In like manner corporate organiza- 
tion and trade associations imply an evolution toward a more integrated 
productional struct 

How far the present trend toward integration may go is conjectural, 
but it may be worth pointing out that even if it should go far beyond 
that which now may visualized, it would not discard the concept o! 
price equilibrium, but the other hand would be constrained to depend 


upon it. For the ess of equilibrium is that each unit of capital and 
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\;bor available at the time is shifted to the point where it will best serve to 
neet the demands of the consumers’ market. In other words, equilibrium 
's the efficient set-up in the service of the consumer.* This is seen mathe- 
natically by the consideration that the principle of marginal balance is 
true of each infinitesimal unit of capital considered as transferable; and 
ince the investment curve of decreasing returns has a positive first 
jerivative and a negative second derivative at or near the margin, the 
maximum Q and V is at a uniform margin, dY/dz. It is true that the 
typical disposition of unearned income might be considered social waste, 
but presumably such outlays in a planned economy could be controlled. 
An ideal integrated planned economy would direct production at the 
bidding of the consumers’ market, and would develop its cost accounting 
and pricing so as to express as closely as possible the tension between 
consumer demand on the one hand and the scarcity of resources and 
labor capacities on the other. This is not an attempt to argue the de- 
sirability of such a system, but merely to suggest that a gradual ap- 
proach to it need not involve a departure from economic equilibrium as a 
norm, or from the price system as a method. 
Gerorce R. Davirs 
University of Iowa 


‘Economists formerly wrote of maximum physical productivity as if such produc- 
tivity could be measured entirely apart from value. No such measure is known to the 
statistician; a designated price held constant is requisite as a weight in combining 
neommensurable physical units. This method of measuring physical production is 
equivalent to the method of equating value and quantity units in the base period, as 
employed in this paper. However, monopolistic conditions in inelastic markets com- 
plicate the problem. 
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THE FEDERAL HOME LOAN BANK SYSTEM 


Revival of the capital industries is increasingly heralded as the solution to depres. 
sion difficulties. Small-home construction, repairs, and mortgage financing offer pa 
tensive opportunitie timulating capital industries and simultaneously assistiny 
distressed home owner! d mortgage creditors. Already functioning are the various 
agencies embraced in | Federal Home Loan Bank System, whose enlarged legisla- 
tive powers and ex} g operations merit attention. (1) Originally the only part of 
the System, the twelve | Home Loan Banks have operated impressively in lend- 
ing to approved home-finance banks and associations on the security of their mortgage 
assets. (2) An offs} f the System, and subject to it, is the Home Owners’ Loay 
Corporation (HOLC), dealing diré etly with the public and salvaging existing mort. 
gages largely through t «change of its own bonds guaranteed by the United States 
government. These e been an interesting feature of the investment market. 
(3) Another branch of System, the Federal Savings and Loan Association, as- 
sisted by federal gov funds, operates in local areas as thrift and lending 
organizations. (4) I last Congress added to the System a Federal Savings 
and Loan Insurance ‘ ration to insure the accounts of building and loan and 
savings institutions. Th re System, in both its emergency and permanent agencies, 
constitutes an imp idition to the mechanism of home-finance. 

Prominently | ed in the legion of recovery programs flooding 
the country is the suggestion of revitalizing the capital industries, Thriv- 
ing on widespread pul ty and popularizing campaigns, this newly ac- 
credited means of reviving business appeals to many as the long awaited 
spearhead to restored prosperity. The present debilitated condition of 
the heavy industries persists in spite of the heroic efforts to stimulate it 
through a revival of the transportation industries. Those time-honored 
dependables for depression relief—the railroad and the automobile— 
whatever may have been their past virtue are no longer seriously regarded 
as the solution to our present difficulties. Nor does it seem likely that our 
deliverance will come from the air in the form of an extraordinary ex- 
pansion of air trans} ition. Gradually but persistently a realization 
is developing that invigoration of the heavy industries must be sought in 
a widespread and elaborate program of building construction. 

Such a pregram is not to be confused with a public works campaign. 
PWA, ponderous and unwieldy, is to be supplemented by a vast and 
extensive movement for home and residential construction and repairs. 
Not only would cay industries benefit thereby, but unemployment in 
one of its most agg ted sections would be remedied. In addition to 
these commendable objectives, the urgent necessity of thawing frozen 
mortgages held by the savings banks and the building and loan associa- 
tions, the abject distress of owners of mortgage-foreclosed homes, the 

drastic shrinkage real estate values, and the paucity of residential 
construction, further strengthen the demand for government relief 0! 
the home-financing type. Moreover, shaky home mortgages are already 
being rescued from foreclosure and replaced with government liens of 4 
more liberal chara Daily burdensome mortgages are being lightenea 


and the former investment status of the small-home mortgage consider- 
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bly restored. And the appeal of such a plan is finding appreciative re- 
sponse in the enthusiasm of the home owner. Here is something he can 
ynderstand, a program in which he sees himself as the chief beneficiary 
concurrently with the stimulus to industry and the banks. The consumer 
asa small property owner comes into his own. At the same time capital 
industries are to be stimulated by the expedient of financing urgent and 
needed small-home construction and repairs. 

This thought is not new, but its partial realization is only now becom- 
ing noticeable. This is largely because of recent legislation and the ripen- 
ing results of earlier legislation. Provisions for some of the currently 
operating home-relief machinery find their beginnings back in the early 
days of the depression. To these have been added new legislation and 
powers at a bewildering rate. Necessarily the complicated problem of 
fnancing such home aid has brought about an intricate array of new 
institutions, boards, officials, and associations, as well as enlarged 
authority for hitherto existing organizations. With a view to clarifying 
somewhat this arrangement, one of the most important of these home 
fnancing systems is here set forth in some detail; viz., the Federal Home 
Loan Bank System. Not only was this one of the earliest emergency or- 
ganizations in the field, but from it and under its guidance there developed 
the Home Owners’ Loan Corporation and the Federal Savings and Loan 
Associations. All three of these organizations were later affected by the 
loan and insurance provisions of the more recent National Housing act. 


The Federal Home Loan Banks 


The Federal Home Loan Bank System first emerged as a definite pro- 
gram in the Hoover administration. It was largely the outcome of the 
national conferences on home ownership called by Hoover and the surveys 
he directed in the Department of Commerce. On November 13, 1931, 
President Hoover issued a statement that he would propose to the com- 
ing Congress the establishment of a system of home loan discount banks 
both as an emergency measure to relieve the financial strains on sound 
building and loan associations and savings banks, and as a permanent 
measure for strengthening mortgage institutions through a central dis- 
count agency.’ This statement described somewhat in detail the twelve 
regional banks, their capital, bond issues, lending functions, membership, 
etc, of the proposed system. A few weeks later throughout the sessions 
of the President’s Conference on Home Building and Home Ownership 
much interest was displayed in this proposed establishment of home loan 
discount banks. The Conference at its general session in Washington on 
December 4, 1981, endorsed this plan unanimously, and the proposed 


‘Quoted in Home Finance and Taxation (vol. ii, Publications of the President's 
Conference on Home Building and Home Ownership), pp. 98-101. 
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plan culminated in the legislation of the Federal Home Loan Bank act 
of July 22, 1932.* Just a week later this same plan appeared as number 
seven of the Nine Point Program for Economic Recovery, recommenda. 
tions of Hoover after several weeks of work on the depression problem.' 

The structural organization of the Federal Home Loan Bank System 
was already demonstrated in the set-up of the Federal Reserve System, 
the Federal Farm Loan System, and the Federal Intermediate Credit 
System.* Patterned on these, the new system provided for a bi-partisan 
board (the Federal Home Loan Bank Board) of five citizens appointed 
by the President to supervise and coérdinate the functions of the twelve 
Federal Home Loan Banks, one such bank located in each of the twelve 
districts comprising the country.® Each of these twelve district banks 
was required in the Act to establish a minimum capital of $5,000,000, 
this capital to be provided in part by its members and the remainder 
subscribed by the federal government. But the total of such government 
contributions was limited to $125,000,000.° It was intended that the mem- 
bers would gradually absorb the capital initially advanced by the Treas- 
ury until all stock held by the government is retired. 

The affairs of each of the twelve banks were to be managed by a board 
of eleven directors, citizens and residents of the district in which the bank 
is located. Two of these directors would be appointed by the Federal 
Home Loan Bank Board, and the other nine were to be elected by the 
members of the Home Loan Bank in such a manner as to give representa- 
tion to the large, medium-sized, and small member institutions, respec- 
tively.” 


Eligible members of each Home Loan Bank would consist of “any 
building and loan association, savings and loan association, cooperative 
bank, homestead association, insurance company, and savings bank” or- 


ganized under state or federal laws; subject to inspection and regulation 
under the banking laws; and making such home mortgage loans as, in 
the judgment of the Home Loan Bank Board, are sound long-term loans 
and (in the case of savings banks) warranted by its time deposits.* The 


*See Note 1, op. cit., pp. x-xi. For complete text of the Federal Home Loan Bank 
act of 1932 see The Commercial and Financial Chronicle, July 28, 1932, pp. 546-549. 
This Act is particularly well known because of the Glass-Borah amendment for na- 
tional bank note expansion which was attached to it as a rider. 

* The Commercial and Financial Chronicle, July 80, 1982, p. 722. 

‘The latter two were later consolidated in the Farm Credit Administration by 
executive order of the President, March 27, 1933. ; 

* Alaska, Hawaii, Puerto Rico, and the Virgin Islands were also to be included in 
these twelve districts. See Table I for location of these banks as now established. 

*The Reconstruction Finance Corporation act of January 22, 1932, was amended 
to provide for this, (Sec. 6(f) of Home Loan Bank act of 1982.) 

t The nine elected must be persons connected with the home-financing business. (Set. 


7(c) of Act.) 
* Home Loan Bank act of 1932, Sec. 4(a). 
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Board also reserved the right to reject applicants whose lending terms 
and charges it regarded as extortionate. Two other groups of prospec- 
ive borrowers (known as “non-member borrowers”) were provided for: 
(a) institutions operating under state law which would not permit them 
to subscribe to the capital stock of the Home Loan Bank (a require- 
ment explained below) ; (b) any individual home owner unable to obtain 
mortgage loans from any other source.® 

It was mentioned above that the capital of the twelve banks was to 
come in part from the members. Each member institution was required to 
purchase at par capital shares (par $100) in an aggregate amount 
equivalent to 1 per cent of the total unpaid principal of the member’s 
home mortgage loans (but not less than $1,500).*° Four months’ time was 
permitted in which to pay in cash this total subscription. In lieu of such 
a subscription a non-member borrowing institution (see (a) in above 
paragraph) might secure advances from these banks by depositing se- 
curity acceptable to the Board to the same amount as specified for the 
stock subscriptions. No provision was made for capital contribution from 
individual-home-owner-borrowers. Indeed, as will appear later, this group 
never was allowed to materialize.™* 

The loan provisions were, of course, the heart of the Act.”” Borrowing 
institutions eligible to use the facilities of the twelve banks were entitled 
to advances upon their own note or obligation secured by the home mort- 
gages which they held. The quality and amount of such security were 
subject to several limiting conditions: At the time pledged any mortgage 
must be a first mortgage on a dwelling for not more than three families ; 
it could not have over fifteen years to run before maturity; it must not 
be past-due for over six months; and the value of the real estate on which 
it was based must not exceed $20,000. These limitations would effectively 
confine the activities of the system to extending aid only on the security 
of single and small family dwellings. In addition a Federal Home Loan 
Bank was restricted in the amount advanced to any institution borrower 
in the following two ways: (1) If the loan was secured by a home mort- 
gage which was for an original term of eight years or more and with pro- 
visions for amortization of the principal, then the advance by the bank 
might be up to 60 per cent of the unpaid principal of the mortgage but 
not over 40 per cent of the value of the real estate underlying the mort- 
gage;’* and (2) any other type of mortgage serving as security could 

*Such institutions lose this borrowing privilege if their next State legislative session 
does not permit them to join as regular members. (Sec. 6(e) of Act.) 

“This minimum of $1,500 was lowered to $500 by an amendment in Sec. 509 of the 


National Housing act, June 27, 1934. 
* See below, p. 676. 


* Home Loan Bank act of 1932, Sec. 10. 


- These percentages were changed to 65 and 60 per cent, respectively, by Sec. 501 
of the National Housing act, June 27, 19384. 
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support an advance of not more than 50 per cent of its unpaid principal 
but not over 30 per cent of the underlying real estate value.” Further 
protection was accorded the lending bank by the provision that as addj- 
tional collateral security it should have a lien upon and hold the Home 
Loan Bank capital stock (deposited securities, in case of a non-member 
borrower) which the borrowing institution had purchased (or provided) 
as a qualification for the borrowing privilege. To check excessive bor- 
rowing, no single borrower was permitted to have an aggregate of out- 
standing advances to an amount greater than twelve times the paid-up 
Home Loan Bank st which it held. (For non-member borrowers this 
was twelve times the deposited securities.) These advances to borrowers 
were to bear such interest rate as the Board might approve or determine. 
Other details of the loan, such as interest payments, repayments, ap- 


praisals and investigations, etc., for the most part were reserved for 
later rules and regulations to be prescribed by the Board. 


The entire system was further strengthened by provisions for securing 
funds through the issue of bonds or other obligations.** Although to date 
the System has floated none of these Home Loan Bank issues, future 
financing was provided for in the Act and in later amendments. Originally 


the debenture issues of each bank were to be specifically secured by the 
home mortgages which it held against its borrowers’ notes. As recertly 
amended, the Act leaves to the discretion of the Board the determination 
of the rate, collateral, amount, etc., of these issues of individual banks. 
But this recent legislation also permits the issue by the Board of con- 
solidated debentures which become the joint and several obligations of 
the twelve banks.*® The amount and kind of collateral behind such issues 
is not specified, but the entire assets of the banks must be unpledged and 
free of lien while these debentures are outstanding. The aggregate amount 
of issue is limited to five times the paid-in capital of the twelve banks. It 
was explicitly stated in the Act of 1982 that these bonds were not obliga- 


tions of the United States nor guaranteed by it, although they were ac- 
corded certain tax-exempt privileges.2” The activities of the banks were 
further integrated by a recent amendment to the Act which specified that 
the banks may be permitted (or in emergency, required) by the Board 
to rediscount the discounted notes held by other Home Loan Banks, make 
loans to them, place deposits with them, or purchase any bonds issued by 


the System.** 


“Forty per cent of the underlying real estate value was permitted by Sec. 501 of 
the National Housing act of 1934. This same section authorizes advances up to 90 per 
cent of the unpaid pr f the loan is secured by a mortgage insured under Title 
II of the National Housing act 

% Home Loan Bank act of 1932, Sec. 11. 

% National Housing act of 1934, Sec. 503. 


1 Home Loan Bank act of 1932, Sections 18 and 15. 
* National Housing act of 1934, Sec. 503 (f). 
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Like the Federal Reserve System this mortgage-finance system ex- 
pected to pay dividends to its stockholders.*® Semi-annually, net earnings 
of each bank were to contribute 20 per cent of their amount to a reserve 
account of the bank until this account was equal to the paid-in capital 
of the bank. Once this objective was realized, only 5 per cent of the semi- 
annual net earnings were claimed by the reserve account. But if this 
iccount subsequently fell below the required 100 per cent of paid-in capi- 
‘al, its replenishment was required before any dividends might be de- 
cared. No fixed dividend rate was specified. Subject to the Board’s ap- 
proval, all net earnings remaining after the reserve account and other 
necessary charge-offs had been met, were available for dividends to the 
United States government and member stockholders. 


The foregoing outline of the salient features of the mechanics of the 
Federal Home Loan System provides the necessary background against 
which its operations may be surveyed. Considerable delay was experi- 
enced at the outset in translating the legislation into action. Not until 
October 15, 1982, were the twelve banks formally opened.*° Loan opera- 
tions did not begin until December of that year.** State laws which con- 
siderably impeded the efforts of associations to join awaited legislative 
adjustment. At the end of November only one member had joined the 
System.” Senator Carter Glass called the whole plan an “innocuous in- 
strumentality” and deplored its inaction.” In the early part of Decem- 
ber Senator Borah introduced a bill in the Senate providing for repeal of 
the Home Loan Bank act (with the exception of the currency section) .*4 
However, at the close of the year nine of the banks showed a membership 
of 119 institutions, and by the first of March (1933) all twelve banks 
were operating with government and member subscriptions.” During the 
calendar year 1933, 1,967 institutions joined the System, and by June 
3, 1984, the total membership was 2,501.” A similar remarkable growth 
was evidenced in the loans advanced. The first loan was approved on 
November 29, 1982, and the total advances were only $837,500 at the 


beginning of 1988.77 One year later, however, these totaled 


“Home Loan Bank act of 1982, Sec. 16. 

* At first the present Federal Home Loan Bank of Boston, in District No. 1, was 
located in Cambridge (Mass.) and known as the Federal Home Loan Bank of Cam- 
bridge; similarly the existing Federal Home Loan Bank of Chicago was originally 
called the Federal Home Loan Bank of Evanston and was located in Evanston (lIlli- 
nois}, 

= First Annual Report of the Federal Home Loan Bank Board, p. 4. 

“In the Federal Home Loan Bank of Pittsburgh. 

~ Quoted in The Commercial and Financial Chronicle, Dec. 10, 1932, p. 3975. 

*Senate Bill S.5076. 

. e The figures in this paragraph for 1932 and 1933 are taken from various parts of 
=e ‘rst Annual Report of the Federal Home Loan Bank Board. 
The New York Times, June 4, 1934, p. 32. 


3 a first loan was announced in The Commercial and Financial Chronicle of Dec. 
3, 1932, p. 3795, 
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$93,865,344.49.*° “In view of the voluntary nature of membership in tl 
system,” the Board re 
opened is believed | 


ently stated, “its growth since the regional banks 


without precedent in the history of central bank- 


ing institutions her abroad... .””° 
It is interesting to note that the 2,000 odd members at the beginning 
of 1934 represented 19 per cent of all building and loan associations . 


the United States 


total assets of all 


eported for 1932 and embraced 84 per cent of the 
h associations. In some districts the figures were 

the average for the System. Two districts had 
48 per cent and 49 per cent, respectively, of their 


noticeably larger 
enrolled as memb« 


Tass [! 


Freprrat Home Loan Banks 


CoMPARATIVE 7 or NumpBer oF Mempers, Stock SuBSCRIPTIONS, AND 


GovERN} BALANCE AVAILABLE AS OF DEcEMBER 81, 1933 
| Stock subscriptions 
Number ~~ Govt. subscrip- 
District of Memt tion balance 
embers| .° fember Government available 
institutions 

No. 1—Boston | $1,862,700 $ 5,000,000 $7,467,500 
No. 2—Newark 22 1,736,200 9,000 ,000 9 , 963 , 200 
No. 3—Pittsburgh 12 1,116,000 7,700,000 3,446,300 
No. 4—Winston-Sal 230 | 1,566,800 5,500,000 8,708, 200 
No. 5—Cincinnati 9 | 4,344,200 
No. 6—Indianapolis 93 | 1,896,700 5,700,000 877 ,400 
No. 7—Chicago 2 1,494,600 9,500 ,000 4,673,900 
No. 8—Des Moines 110 652,400 4,400,000 2,994,900 
No. 9—Little Rock 112 1,165,200 5,800 ,000 2,972,400 
No. 10—Topeka 12] 806 , 300 4,200 ,000 3,133 , 600 
No. 11—Portland 79 422 000 2,810,000 3,150,000 
No. 12—Los Angeles 103 860,800 3,360, 000 6,607,900 

Total 2,086 $17,923,900 $75 , 745,700 $48 , 995,300 

1 Compiled from First Annual Report of the Federal Home Loan Bank Board, Washington, 

1934. 
building and loan associations; the assets of the members in one district 


represented 62 per cent of the assets of all its associations. Membership 
was heaviest in the Cincinnati district (859) with the Pittsburgh district 
second (812) ; although Pittsburgh, in the heart of the building and loan 
association section of the country, had enrolled only 10 per cent of its 
associations.*° 

Government subscriptions to capital stock aggregated $75,745,700 
by the beginning of 1934. This was only part of the total ($124,741,000) 
appropriated for subscriptions, the balance being available for later use. 

* See Table IT. 


* New York Times, June 4, 1934, p. 82. 
*” For detailed anal ee First Annual Report of Board, p. 10. 
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In the allocation of these appropriated funds, Newark was given the 
largest amount ($18,963,200), with Chicago second ($14,173,900), and 
Cincinnati ($12,775,700) third.** Cincinnati was the only bank which 
had utilized its total allocated funds in government subscriptions, leaving 
no subscription balance available. Member subscriptions to capital stock 
aggregated $17,928,900 at this time.** Here Cincinnati considerably out- 
stripped its nearest rival, showing $4,344,200 from its 859 members while 
Indianapolis with only 93 members recorded $1,896,700. By July 11, 
1934, all the 2,622 members had subscribed an aggregate of 
$20,071,800.** 
Tasie IT 


Freprrat Home Loan Banks 
CoMPARATIVE TABLE OF NuMBER oF Loans AUTHORIZED, ADVANCES 
Maps, AND REPAYMENTS AS OF DecEMBER 81, 1933 


Loans 
District 

a. Advances Repayments 

No. 1—Boston 94 $ 5,043,400.00 $ 276,122.50 
No. 2—Newark 171 10,309 , 225.00 187 , 565.62 
No. $—Pittsburgh 389 8, 623,472.50 575,708.22 
No. 4—Winston-Salem 236 9,034, 233.81 2,118,420.77 
No. 5—Cincinnati 895 18 ,617,217.10 442,677.30 
No. 6—Indianapolis 128 7,485, 525.00 347,960.75 
No. 7—Chicago $15 11,123 ,271.97 276 , 462.50 
No. 8—Des Moines 116 4,881,320.43 86 , 462.93 
No. 9—Little Rock 159 7,421, 679.83 642, 404.94 
No. 10—Topeka 166 4, 696,725.00 171, 683.76 
No. 11—Portland 153 $,171,349.50 155, 627.20 
No. 12—Los Angeles 122 $3,457, 924.35 142,393.63 
Total 2,444 $93 , 865,344.49 $5, 423,490.12 


‘ Compiled from First Annual Report of the Federal Home Loan Bank Board, Washington, 
1934. 


An analysis of the loan advances reported by the Board at the end of 
1933 reveals 2,444 advances authorized involving $107,128,354.16. Of 
this amount $93,865,844.49 had actually been advanced, and some 514 
million of the latter repaid. Only the Little Rock district had distributed 
in advances the full amount authorized. Cincinnati again stood out as 
first in the number of advances, in the amount authorized, and in the 
volume of advances extended.** Chicago was second in both the authoriza- 


" Ibid., Exhibit G, p. 17. 

" First Annual Report of Board, Exhibit F-1, p. 15. 

"The New York Times, July 13, 1934, p. 25. 

“Indeed, by Nov. 9, 1988, the Cincinnati bank had advanced to its members its 
entire resources of about $16,000,000 and had borrowed an additional $3,000,000 from 


mag Home Loan Banks. (The Commercial and Financial Chronicle, Nov. 11, 1933, 
p. 2. 
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tions and extensions, and third in the number of loans. By July 11, 1934 


a grand total of $116,663,347.63 had been advanced of which slightly 
over $30,000,000 had been repaid.*® 


In making these loans the banks were instructed by the Board to give 
preference to app! ts in the following order: (1) Borrowers who will 
reloan the amount { purposes leading directly to the employment of 
labor, as in repairs and remodeling; (2) borrowers who are making loans 
to assist their customers or members in paying taxes; (8) borrowers who 
will extend loans to home owners who might otherwise apply directly to 
the Federal Home Loan Bank; (4) borrowers who will make loans to 
mortgagors being p! | for payment by present holders; (5) borrow- 
ers who need these funds to pay withdrawals, maturities, or existing debts, 
the alleviation of wl will enable them in turn to make further loans.” 
At first the interest rate charged borrowers on advances from the Bank 
was 5 per cent, but on May 24, 1934, the Board announced permission to 
charge a rate as low as 4 per cent and maturities up to ten years.” 

Reference has been made above to the section of the Act in respect of 
individual home owners borrowing directly from the banks. No adequat: 
provisions were defined for handling these loans, with the result that an 
enormous demand for these direct loans soon overwhelmed the banks. 
Much misunderstanding regarding this feature of the Act intensified the 
confusion. No loans of this type were made, and the troublesome clause 
was repealed in the Home Owners Loan act of June 18, 1933." Mean- 
while, an avalanche of inquiry and correspondence regarding this service 
was handled at a cost to the twelve banks of about $136,590, a figure 
over six times the consolidated net loss incurred by the System in its en- 
tire operations to of 1983." 

The profit and loss showing of the System is quite impressive. The 
necessary early expenses of organization and operation were naturally 
reflected in the earnings of the first few months of activity. But several 
of the banks have made the required contributions to the reserve account 
and paid dividends to stockholders. On October 15, 1983, and again on 
July 7, 1984, the ¢ nnati bank declared a 2 per cent dividend.’ 
Indianapolis, Chicago, and Little Rock declared a similar dividend on 
December 81, 1983.** In July, 1934, Indianapolis paid its second divi- 
dend (1 per cent), and Newark paid an initial dividend of 2 per cent.” 

® New York Times, J 8, 1934, p. 265. 

* The Commercial i 11 Chronicle, Dec. 8, 1982, p. 3795. 

* The New York 7 M 5, 1934, p. 31. 

* Home Owners’ Lo t of 1933, Sec. 3. 

®% First Annual Report of ! d, p. 3 

© The Commercial and Financial Chronicle, June 30, 1984, p. 4397. 

“ First Annual Report of Board, pp. 4-5. 


© The Commercial and Financial Chronicle, July 21, 1934, pp. 506-S6%. 
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By June, 1984, all twelve banks had been making a profit for six 
months.” 
The Home Owners’ Loan Corporation 

Much better known to the average citizen than the Home Loan Banks, 
and more widely featured by the press, is the Home Owners’ Loan Corpo- 
ration (HOLC). This organization was a natural consequence of the 
administration’s plan to provide financial aid to farm owners. President 
Roosevelt had sponsored a program for relieving farm mortgage in- 
debtedness through the consolidated issue of federal land bonds.** These 
bonds were to be issued in exchange for existing farm mortgages, with the 
purpose of readjusting principals, reducing rates and averting fore- 
closures. In a message to Congress on April 18, 1983, the President urged 
the passage of a similar measure to protect small home owners; this 
legislation was to follow the general lines of the proposed farm mortgage 
financing bill.*° The resulting Home Owners’ Loan act of June 18, 1933, 
brought into existence the Home Owners’ Loan Corporation, popularly 
known as HOLC.* 

This Act provided for the creation of a new corporation to be char- 
tered by the Federal Home Loan Bank Board. Thus the Corporation 
is an offspring of the Federal Home Loan Bank System and subject to 
its control. The Board of the Home Loan Bank System also serves as 
the prescribed board of directors of the HOLC. No provision was made 
for the actual administration of the Act, this responsibility being left to 
the Board. 

The financing of the work of the HOLC was provided in the section 
authorizing the Reconstruction Finance Corporation to furnish a maxi- 
mum of $200,000,000 for the purchase on behalf of the United States 
of the entire capital stock of the Corporation. These subscription pay- 
ments were subject to call in whole or in part at the discretion of the 
Board.*' In addition to these funds the HOLC was given authority to 
issue its own bonds to a maximum of $2,000,000,000 ; with interest not 
to exceed 4 per cent and a maximum maturity of 18 years.“ These bonds 
were to be fully and unconditionally guaranteed by the United States 
government as to interest only. They were also extended tax-exempt 
privileges on both interest and principal. 

The emergency character of the HOLC was emphasized in the three- 

“Statement of the Board in The New York Times of June 4, 1934, p. 32. 

“Message of April 8, 1933; became a law on Jan. 81, 1934. 

“The Commercial and Financial Chronicle, Apr. 15, 1933, p. 2581. 

“For the complete text of the Home Owners’ Loan act of 19383 see The Commercial 
ind Financial Chronicle of July 1, 1933, pp. 20-22. 

“Home Owners’ Loan act of 1933, Sec. 4(b). 


“Ibid., Sec. 4(c). The maximum amount was increased to $3,000,000,000 by Sec. 506 
(a) of the National Housing act of June 27, 1934. 


give 


678 J. E. McDonough [ December 
year limitation placed on its relief activities.” Its loans were confined ty 
distressed home owners whose real estate was a dwelling for not over foyr 
families and limited value to $20,000. Also the mortgage must have 
been executed prior to the date of the Act. These loan functions may be 
grouped under fou ids: (1) The Corporation could offer to exchan 
with a lien holder its bonds for the mortgage or lien he held, and by this 
means it could acqu e mortgage. In doing this it might be necessary 
to advance cash f e payment of taxes, assessments, and incidental 
expenses. These tot .yments, bond value and cash, would then be con- 
verted into a new first mortgage as the obligation of the home owner to 
the Corporation. ‘The payments of interest and amortized principal could 
be arranged for a period of fifteen years on a quarterly, semi-annual, or 
annual basis. If, hov , the borrower kept his taxes and interest paid, 
he might be allowed ee-year moratorium (from June 18, 1988) on 
the payments of ] Interest was stipulated at not over 5 per 
cent, and the may a of a single advance was fixed at 80 per cent of 
the value of the r tate but not over $14,000. By a resolution of the 
Board interest pa ts also might be postponed. (2) Another type of 
loan provided fo1 ion where the mortgagee might refuse to ex- 
change his lien for | , yet would not carry it any longer. If it could 
not be financed « wise, the Corporation could loan cash to the amount 
of 40 per cent of value of the property. This cash loan would enable 
the HOLC to tal first mortgage and substitute for it a new 
amortized mortga; ke that in (1) above but with an interest 
rate of 6 per cent. (i therwise unencumbered real estate were threat- 
ened with a sale for taxes, the Corporation could advance cash to the 
home owner with v o pay the taxes and then take a lien on the 
property as above. Here the rate would be 5 per cent maximum, but only 
an amount equal to 50 per cent of the property could be loaned. (4) 
Finally, bonds and .dvances could be made to recover homes lost 
by foreclosure o1 tary surrender to a mortgagee, if such loss oc- 
curred within two years prior to the request for aid.™ 

With these legal provisions as a guide, the Board immediately began 
the organization HOLC. A general manager is now active in each 

Tbid., Sec. 4(d), ) 

*® As amended in 3 of the Guarantee bill of April 27, 1984, this condition is 
modified by the ger ent that the Corporation at its discretion may grant at 
any time an extensi talment of principal or interest. 

* These loan pro enlarged and qualified by later legislation: The HOLC 
may also make loans 1 e Federal Home Loan Banks up to $50,000,000 (Sec. 9, 
Guarantee bill, April 2 34): the lending of $200,000,000—increased to $300,000,000 
in Sec. 506(b) of N it H ct—is authorized for repairs and modernization of 
homes on which the HOL‘ made mortgage loans (Sec. 9 of Guarantee bill) ; no 
loans may be made u he applicant was in involuntary default on June 13, 1933, 


or when later defaul ed “due to unemployment or to economic conditions 
or misfortune beyo rol of the applicant” (Sec. 2 of Guarantee bill). 
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of the forty-eight states, in the District of Columbia, and in Hawaii. As 
jssistants to these officers, branch managers control operations in various 
getions of the state. By December 81, 1983, there were 208 of these 
branch offices.°* More recently (June, 1984) two regional offices were 
«tablished, in Boston and New York respectively, to serve in a co- 
ordinating capacity in an area embracing several states, but these do not 
handle loan applications.** At least one local attorney and one local ap- 
praiser are employed on a fee basis in each county, these fees being 
charged to the borrower if his application is approved. 

Although the first loan application was started through the process 
of consideration (in Georgia) on July 12, 1933, it was well into October 
before the machinery of the Corporation was really functioning. Some 
$12,000,000,000 of home mortgages throughout the country were 
estimated to be eligible.°* By November 3, total advances numbering 4,963 
with a value of $14,679,183 had been made, and the Corporation was ap- 
proving loans at the rate of $514 million a day.*° Over 106,000 loans had 
received tentative approval. The close of the year 1933 revealed 36,310 
loans made totaling $108,257,858—an average of $2,844 per loan.” 
Over twenty times that number had been received in applications. Ohio, 
Pennsylvania, and Michigan (in order named) lead the list of states in 
loans advanced. It is interesting to note that less than 3 per cent of the 
number of advances were in cash ($849,528). This tremendous volume of 
lending continued at an astonishing rate until by the middle of July, 
1934, a grand total of 875,971 advances had been made aggregating 
$1,134,455,542.°" This was an average loan of slightly over $3,000. 
Over 99 per cent of these loans had been effected by an exchange of 
bonds, 

The bond financing of the HOLC constitutes an interesting chapter of 
the stupendous government program for financing recovery. These Home 
Owners’ Loan Corporation bonds—originally issued as 4 per cent, 18- 
year, callable bonds—were the direct obligations of the HOLC and the 
only fixed obligation of the Corporation, taking precedence over capital 
and the earnings thereon.®* Up to the time of the Guarantee of Principal 
bill (April 27, 1984), they were obligations of the United States as to 
interest payments only, but were recognized as instrumentalities of the 
United States government enjoying exemption from all federal, state, 
municipal and local taxation (except surtaxes, inheritance, estate, gift 


“First Annual Report of Board, p. 48. 

= The Commercial and Financial Chronicle, July 21, 1934, p. 366. 

“Tirst Annual Report of Board, p. 49. 

“The Commercial and Financial Chronicle, Nov. 18, 1933, p. 3599. 

“First Annual Report of Board, pp. 60-61. 

" The Commercial and Financial Chronicle, July 28, 1934, p. 525. 

“1bid., Sept. 16, 1933, pp. 2047-2048, for a complete description of these bonds. 
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taxes). Addition vestment appeal appeared in the range of denomina- 
tions from $50 to $5,000; their acceptance as legal investments for say. 
ings banks of New York, New Jersey, and other states; their eligibility 
(at par) as security for government deposits and (at market) for postal 
savings deposits; and the agreement of both the Reconstruction Finance 
Corporation and the Federal Home Loan Banks to accept them as se 
curity for loans u] 80 per cent of their par. 


ceipts offered to acquiescing mortgagees were 
replaced by defini ponds beginning November 18, 1988, although the 
issue had been quoted as early as the preceding August at 85 on a when- 


issued basis.°® Efforts to establish a secondary market for these issues 
immediately led to the formation in December of a distributing group of 


The temporary lire 


nationally known investment houses which would arrange for an orderly 
and stable inves narket.®° It was quite apparent that these bonds 
were not being enthusiastically received. The price range for the year 
1983 never pushed above 921% and had fallen as low as 8214. In the 
early part of January, the managers of the distributing group, Field, 
Glore and Company, hinted at the likelihood of congressional action to 
bulwark these bo1 with a government guarantee of principal as well 
as interest.®** President Roosevelt in his March message to Congress 
recommended th ditional guarantee as well as provisions for cash 
advances by the HOLC to a maximum of $200,000,000 for the repairs 
and modernization of homes on which the Corporation has made mort- 
gage loans.®* That very day the price of these 4 per cent bonds moved 
up to 9534; by April they were quoted over par. 

But even more significant was the legislation embodying these recom- 
mendations. Th ften referred to as the Guarantee of Principal bill, 
was signed on April 27, 1934.°° With its thoroughgoing guarantee it 
made possible the i: liate issue of new HOLC bonds bearing only 8 per 
cent interest, maturing May 1, 1952, and redeemable after May 1, 1944. 
Furthermore, pro nn appeared in the law for the conversion at par 
of all the old outs ling 4’s into the new 8’s within six months (by 
October 27, 1934). At that time it was estimated that some $400,000,000 
of the old 4’s wei nding and that engagements already made in- 
volved another $200,000,000—some $600,000,000 in all to be refunded 


® August 29, 1933 York Real Estate Securities Exchange. 

° The Commerc Chronicle, Dec. 16, 1933, p- 4297. 

* On January 9, 1934, | i, Glore and Company issued the following statement: 
“Uncertainty surro ‘le congressional action guaranteeing principal as well 
as interest Home O n Corporation fours, dictates the advisability of post- 
poning further offering ng clarification of outlook.” (The Commercial and Finar- 
cial Chronicle, Jan. 13, 1 , p. 253.) 

= The Commercia ] | Chronicle, March 8, 19384, p. 1487. 

*® For the complet t of the Guarantee of Principal bill see The Commercial and 
Financial Chronicle, M 2, 1934, pp. 3162-3163. 
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by the Corporation.®* A few days after the signing of this act both issues 
sere listed on the New York Stock Exchange with a resultant improve- 
nent in price quotations. Up to June 1 of the current year both the 4’s 
and the 8’s were consistently quoted slightly above par and enjoying an 
active market. 

It is too early to record any important observations on the profit mak- 
ing possibilities of the HOLC. Considerable expense has been incurred in 
launching the Corporation and initiating its activities.” However, as the 
lending campaign proceeds these costs will diminish—already there are 
signs of a decline in the volume of applications handled. The possibility 
of eventual net earnings is inherent in the process of exchanging bonds 
serviced at 8 or 4 per cent for mortgages yielding 5 or 6 per cent. Pre- 
sumably the spread between interest paid and interest received will tend 
to cover expenses and permit of the establishment of a reserve fund. 
By a resolution of the Board all capital collections are to be appropriated 
exclusively for the retirement of outstanding bonds.*’ As payments on 
loans accumulate in such volume as to justify a call or purchase of bonds, 
the Corporation may reduce accordingly its funded indebtedness. 


The Federal Savings and Loan Associations 


The third important branch of the Federal Home Loan Bank System 
is officially known as the Federal Savings and Loan Associations. This 
group of thrift and lending organizations emerged from the same legisla- 
tive act which authorized the HOLC, and like the latter agency the as- 
sociations are subordinate and amenable to the Federal Home Loan Bank 
Board. Charters for these “local mutual thrift institutions in which 
people may invest their funds” are secured from the Board with the un- 
derstanding that the power of examination, operation, and regulation 
resides in the Board.®® Such agencies also automatically become members 
of their district Home Loan Bank. As a protection to similar private 
associations, the law directs that the necessity for such a local organiza- 
tion must be established to the satisfaction of the Board. Operated by 
local people and partly by local capital, these community associations 
are for the most part restricted to a local area in their home-financing. 

To stimulate the formation of these thrift and home-lending agencies, 
the United States Treasury was authorized to appropriate immediately 
$100,000,000 to be used for stock subscriptions and an additional 


* The Commercial and Financial Chronicle, May 5, 1934, p. 3018. 

®To Dee. 31, 1933 the expenses of operation were $4,685,072.79. This included the 
Corporation’s proportionate share of the cost of financing the Federal Home Loan 
Bank Board—some $300,000. 

"July, 1934, 

"First Annual Report of Board, p. 50. 


* Sections 5 and 6 of the Home Owners’ Loan act of 1933 (June 13, 1933). 
Ibid., Sec. 5(a). 
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$150,000 for o1 ‘tion expenses. Stock purchases by the Treasury 
were at first ci | to subscriptions to preferred stock in any associa- 
tion to an amou! jal to the local subscriptions to the common stock. 
but in no sing! ciation could these government purchases exceed 
$100,000. Lat suse was amended, so that now the government | 
stands ready t , three dollars for every dollar of local capital,” 
These preferred ; have priority as to assets and are entitled to , 
dividend to the sa extent as other shares. Recognition of the desir. 
ability of an etirement of government holdings is found in the 
stipulation ‘that ive years from the date of subscription, one-third 
of the associati e must be used to retire these preferred shares,” 
Participation federal distribution of funds is open to already 
existing building n associations through the expedient of convert- 


ing from a stat ered institution into one of the new Federal Say- 


ings and Loan A tions 

The loan p1 of these associations are relatively simple.” Ad- 
vances are mad n the security of their own shares or on first liens 
upon modest hx combinations of home and business property situ- 
ated within fifty 1 f the lending institution. Not over $20,000 may 
be loaned on an property. However, this latter limitation and the 
fifty-mile rest e both softened by the proviso that as much as 
15 per cent of t sets of an association may be loaned on other in- 
proved real est thout regard for these two limitations. Further- 
more, any amount e assets may be placed in obligations of the United 
States or the s ssued by a Home Loan bank. 

Like similar fed ncies these associations are granted exemption 
from present or fu ederal taxation of their income, capital, surplus, 
etc., other than t! sual surtaxes, estate, inheritance, and gift taxes. 
Protection fron minatory state and local taxes is also assured.” 

It was no sn task to start the organization of these Savings and 
Loan Associations, yet within three weeks of the authorizing act the 
movement was vay. A veteran building and loan association 


banker, in his delecated office of director of field service work, immediately 

™In the so-called ¢ tee bill of April 27, 1984, amending the Home Owners’ 
Loan act of 1933, S« provides that the Treasury may subscribe, in addition to 
preferred shares, t paid income shares. On request of the Board the Treas- 
ury must so subsc1 t the preferred shares and this type of subscription together 
shall not exceed 75 t of the total shares held by the Treasury and the other 
shareholders. 

7” After the five | the Treasury, at the discretion of the Board, may re 
quest the repurch issociation of the non-preferred shares (see above) which 
it sold the Treasur ests for repurchase shall not amount in any one year to 
more than 10 per cent tal amount of such shares invested in by the Treasury— 
(Sec. 5 Guarantee \pril 27, 1934.) 

7 Home Owners’ |! f 1983, Sec. 5(c). 

Tbid., Sec. 


SCN 

§ 

ct 

| 

| 

+ 

+ 


ember 


asury 
SOCia- 
stock, 


exceed 


nment 


vital.” 
to a 
desir- 
in the 
third 
ares,” 
ready 
nvert- 
Say- 


Ad- 
t liens 
situ- 
0 may 
nd the 
uch as 
er im- 
irther- 
United 


nption 
irplus, 
taxes, 

ys and 
ct the 
ciation 
diately 
Owners’ 
lition to 
Treas- 
together 
he other 


may 
) which 
year to 
asury.— 


1934] Federal Home Loan Bank System 688 


launched an organization drive throughout the country.”* Progress was 
Jow, but by the middle of November (1938) some 20 charters had been 
vranted in seven different states."° The annual report of the System, 
covering operations to the end of 1933, revealed 69 associations char- 
tered in twenty states and about 250 applications pending.** These ac- 
epted organizations represented an aggregate of local contributions 
amounting to $8,886,000. In only two cases had the Treasury taken 
stock subscriptions, and these involved the small sum of $18,000. Later 
information released on February 6 disclosed 107 associations, a num- 
ber which had doubled by the end of March and had spread into twenty- 
one states and many of the large cities. Already over 200 state-char- 
tered institutions had indicated a desire to convert into federal associa- 
tions. Conspicuous among these was the old established Serial Building, 
Loan and Savings Institution of New York (with a capital of 
$6,500,000) which actually converted at the end of June.” 

Inasmuch as half of the counties in the United States contain no pri- 
vately managed home-financing institutions, considerable opportunity 
exists for an extensive development of this type of credit agency. During 
the recent lean years, many financial institutions have entirely withdrawn 
from this field of business. Not without force is the government appeal 
to replace these under local sponsorship reénforced by government money 
and supervision. Further protection is offered the public in the require- 
ment for the compulsory insurance of all accounts of such associations. 
Under recent legislation a new insurance corporation (described below) 
is obliged to insure these accounts up to the full withdrawal value but 
not in excess of $5,000 for any single account. 


Federal Savings and Loan Insurance Corporation 


As if with malicious intent to complicate, a new appendage was re- 
cently grafted on the Federal Home Loan Bank System in the form of a 
Federal Savings and Loan Insurance Corporation. Just before adjourn- 
ment Congress provided for the establishment of a government insurance 
organization empowered to insure the accounts of all “building and loan, 
savings and loan, homestead associations and codperative banks.” Al- 
though such insurance is optional for these state-chartered agencies, the 
deposits of all Federal Savings and Loan Associations must be insured 
in this new corporation. The trustees of the latter are the versatile Home 
Loan Bank Board, serving without pay; and the convenient HOLC is 

“The New York Times, July 4, 1938, p. 27. 

*Tbid., Nov. 20, 1988, p. 25. 

“First Annual Report of Board, pp. 65-68, 

The New York Times, Feb. 6, 1934, p- 33. 


"The Commercial and Financial Chronicle, July 21, 1984, pp. 866-367. 
The National Housing act of June 27, 1934, Title IV. 
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its bonds in exchange for the entire capital stock 


Federal Savings and Loan Insurance Corpora. 
tled to cumulative dividends out of earnings at a 
rate on the bonds. Thus this new insurance ¢or- 
of the intricate set-up of the Federal Hom, 


insurance function, the corporation may issue 
rations. However, its funds are to be derived 
s required of the insured institutions. These pay- 
| charge against each insured organization equal 


tal insured accounts, the premiums being discon- 


surance corporation has created a reserve fund 
cent of all its insured accounts.™ Patrons of a 
be covered either by accepting an equivalent 
d institution or, if they so choose, by receiving 
nt in cash and half the balance in one year, and 
years, in negotiable non-interest bearing debhen- 


rporation.®* It is evidently the intention of Con- 


ngs and loan insurance organization a permanent 


of this article to relate the important provi- 
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both as recovery stimulants and established parts of a permanent sys- 
om of home finance. The Federal Home Owners’ Loan Corporation is 
admittedly a child of the depression and a temporary expedient. But 
none of the agencies here described, even at the moment can be dismissed 
as inconsequential. All will undoubtedly exert a considerable influence on 
the financial system of the future. 


J. E. McDonovcu 
Yale University 
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Produce. By Epwin G. Nourse and Associates 

ookings Institution. 1934. Pp. xiii, 608. $3.50.) 
of Economics has undertaken a major study 

n which caused such heated discussions between 


, Say and Lord Lauderdale, over one hundred years 


» publish four volumes on the general subject, 
Wealth and Income in Relation to Economic Prog- 
subject manageable the study has been split 

titles of the volumes as they appear will be as 

s Capacity to Produce; (2) America’s Capacity to 
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«onclude that America was within 19 per cent of capacity production in 
1929, and for the period 1925-29 maintained an average of 79 per cent 
capacity. For the depression years since, capacity has probably been 
jouble actual production. 

From this it would appear that the technocrats gave us an unneces- 
ary case of the jitters when speculating on the number of men who 
sould be displaced and the number of factories closed if only this inven- 
ion and that were introduced and inefficient methods eliminated. To these, 
Mr. Nourse and his associates say, “While this is a fascinating field of 
speculation, it lies outside the province of our present study” (p. 424). 

On the other hand, their conclusions are quite as disconcerting to those 

sho held that America was burning the candle at both ends in 1929 to 
achieve a short-lived prosperity that mortgaged the future and had to 
terminate. 
Certainly our findings do not bear out the contention of those who, in the 
midst of the present depression, say that we were living in a fool’s paradise 
in 1929—that we were living beyond our means, and that disaster had to fol- 
low. Individuals, of course, were living beyond their private means . . . but 
the nation was not. We were not trenching on our resources of capital goods 
or of labor power. Equipment was being maintained at a rate entirely suitable 
to the indefinite continuance of operations at the 1929 rate of activity, and 
labor in general was not being driven so as to impair either health or morale 
p. 425). 

The book as a whole impresses one as a careful piece of work done by 
a competent staff. Yet, the principle laid down whereby “capacity to 
produce” is interpreted as being synonymous with “going capacity of 
production,” taking business management and technical processes as 
you find them, serves to minimize the problem, and to reduce the spread 
between capacity and reality. They have not quite “begged the question” 
by definition or circular reasoning, but the constant toning down and 
hedging about of the word “capacity” at least suggests this old logical 
error, 

The strategy of ruling out of the picture idle and submarginal plants 
and mines is one of doubtful merit. True, it simplifies the problem of 
capacity measurement, but it does so by ruling out an important item. 
Submarginal plants are not engineering concepts. They are wholly eco- 
tomic, and related to price. If the price of coal goes up, mines which were 
uot a part of America’s Capacity to Produce (coal) immediately become 
such. Gold mines which were idle in 1929 because of the low exchange 
value of gold have suddenly become a vital part of our gold producing 
capacity as the exchange value of gold has risen. In other words, the 
authors have taken an engineering attitude towards production capacity 
to make the problem measurable when the problem is inescapably one 
also of economics and price. A problem with two unknowns cannot be 
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solved with one equation. Even though the solution looks simpler, the re. 
sult is an indeterminant, not a fact. 

The table on page 414 dealing with the “Labor Balance Sheet” js cer- 
tainly misleading. It shows that if five industries could release the little 
more than a million of surplus labor and the remainder put to work a 
capacity, there would be two other industries that would need more 
than a million additional labor. Surely, the authors know that balance 
in the economic order is achieved by no such simple process as this, Yet, 
it is one of the pitfalls into which they have fallen by attempting to treat 
“capacity to produce” wholly as an engineering problem totally divorced 
from demand, supply and price. 

It must be recognized that the goods and services analyzed here are 
subject to all possible variations in elasticity of demand; that an increase 
of 10 per cent in productivity in one field may cut the price in two, in 
another field, cause only a slight drop. For these reasons the suggestion 
that if all surplus labor found in five fields were transferred to two fields, 
then the whole economic mechanism could be set in motion yielding ca- 
pacity equilibrium, smacks of shallow optimism. 

We must remember, however, that this is the first in a four-volume 
series, and the second is to be America’s Capacity to Consume. Quite 
naturally, it will be in this volume on consumption where the puzzling 
eccentricities of demand will be handled. But, unless the authors, some 
where in the series can discover pretty accurately the variations in the 
slope of the demand curves for the basic goods and services involved, we 
shall have only parallel studies in “capacity to produce” and “capacity 
to consume,” which never terminate in a focal point where demand and 
supply are in equilibrium. Hypothetical economics has already taught 
us that if all goods were produced in the right proportion and exchanged 
at the right prices, demand would equal supply and vice versa, and 
sapacity production could automatically follow. Professor Nourse and 
his associates will give reality to theory only to the degree that they are 
able to show to what extent and in what places expansions and contrac- 
tions can be made and still keep demand effective for the entire supply 
with production at capacity. 
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The Theory of | By Paut H. Dovetas. (New York: Maemillan. 
1934. Pp. xx, 639. $5.00.) 

In giving to the public his Theory of Wages Professor Douglas has 
rendered an invaluable service. At no time during the last century has 
there been more need for clear thinking and careful analysis in all 
branches of economics, and most of all, perhaps, in the field of distribu- 
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The book is at once more and less than the title suggests. It is less, in 
ihat it does not purport to be a comprehensive discussion of wage theory 
in general. The author’s chief interest lies in testing the validity of one 
eory: that of diminishing marginal productivity. This he does by means 
{inductive evidence and statistical measures of both wages and produc- 
ivity. At the same time it is more than a theory of wages. In the author’s 
own words, “The book as a whole, as the result of almost continuous re- 
rision during a period of seven years, has come to be an attempt at an 
inductive study of both the productivity and supply curves of labor and 
capital” (preface, xi). And again, “Wages, interest, and rent are... 
determined by mutually interacting forces. This accounts for the fact 
that the present volume treats the theory of distribution as a whole and 
considers the productivity and supply curves of capital as well as those 
of labor. If less attention has been given to land, it is due to the lack of 
sufficient homogeneous data” (xiv). The real subject under discussion 
then, is the marginal productivity theory of distribution, with special 
reference to the share of labor. 

The approach to the problem is characteristic of the author. His un- 
tiring activity in assembling information and statistics is well known to 
all, But he is not satisfied with mere data. He has no patience with “many 
modern statisticians, or economic arithmeticians, [who] seem resolved 
to maintain the innocence of their beloved figures by keeping them un- 
sullied from intelligent analysis” (xiii). It is analysis in which Professor 
Douglas is most interested. While one may not always agree with the in- 
ferences drawn from the correlations found, such quantitative studies are, 
in themselves, extremely valuable. And the way in which the author com- 
bines inductive investigation, statistical technique, and deductive reason- 
ing, is, to this writer at least, most stimulating. The statistical devices 
used are for the most part familiar, although some were devised in connec- 
tion with this study and many are newly applied in this field. In spite 
of his monumental labors, the author does not claim absolute accuracy 
or finality for his analysis, but hopes “that it at least furnishes a fruitful 
method of attack and that its results have some significance.” 

This method of attack can best be understood by looking first at the 
work as a whole, and then at its separate parts. The discussion falls into 
three main parts, The first hundred pages deal with “the development of 
the theory of production and the problem of distribution.” Part II, also 
approximately one hundred pages, presents “an approach to the imputed 
productivity curves of labor and capital.” The third division, approx- 
imately half of the text, attempts to determine “the probable supply 
curves of labor, capital, and natural resources.” A “summary and con- 
clusions” of fifteen pages constitutes the fourth part. In general, then, 
the method is, after tracing the development of the productivity theory, 
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wvered would change the values (exponents) L***, and C*”, to L** 
"8, Certainly for prediction such a change would be disturbing. Profes- 
or Douglas himself raises this question and suggests that for the post- 
war period “a different set of exponents, at the very least, would therefore 
be necessary” (p. 204). Throughout, it is method that appears to the 
wthor more significant than specific values. 

In his treatment of the supply curves of the various factors, Professor 
Douglas breaks away from the traditional approach which in general 
yssumes increasing cost supply curves. An excellent theoretical dis- 
wyssion of the effects of various elasticities of supply under changing con- 
jitions leads to the conclusion that for a factor to secure maximum ad- 
vantage In prosperity and depression, “it should have (1) a highly in- 
dastic supply curve above the point of present return and (2) a highly 
dastic supply curve below this point” (p. 248). If the production func- 
tion is as described, bargaining cannot increase the total share. He then 
proceeds to examine the short-run and long-run supply of labor and of 
capital to see “what has been the precise influence which changes of wages 
(and interest) have exercised upon the quantity of labor (and of capital) 
offered” (p. 272). In the case of labor in the short run he finds a con- 
sistent and significant negative correlation both in the proportion em- 
ployed and in the hours worked. Not satisfied with the general conclu- 
sions of Knight and Robbins he derives a “quantitative relationship” 
which indicates that gains in wage rates will be distributed “two-thirds 
to three-quarters” to get more goods, and the remainder to get leisure. 
Orin terms of elasticity of supply “an increase of one per cent in hourly 
wages would cause a decrease of from one-fourth to one-third of one per 
cent in the quantity of labor offered and a decrease of one per cent in 
hourly wages would cause an increase of from one-quarter to one-third of 
one per cent in the quantity of labor supplied” (p. 313). 

In connection with capital the author finds that economists have postu- 
lated “almost every conceivable type of supply curve.” The usual analysis 
is in terms of increasing marginal costs of saving. But careful analysis 
shows “no inductive evidence that the supply curve of capital is positively 
inclined” (p. 476). Although the author regards this as “one of the most 
fundamental forces in economic life” he can find “no clear indication of 
what the supply function of savings really is” (p. 479). In the case of 
land, “in the short run, at least, the supply is virtually inelastic” (p. 
481). In the long run there is some positive slope, but for practical pur- 
poses in the present both land and capital may be regarded as fixed. The 
chief interest of the reader will probably center in the negatively inclined 
supply curve for labor. If the author’s conclusions are valid as stated, 
this should profoundly affect wage discussions and wage policies, especial- 
ly in a period of “controlled” adjustments. 
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soductivity curve is the more elastic “the competitive bidding of em- 
slovers would fix wages at the point of marginal productivity” even 
‘hough more labor could be had at lower rates (Chart 90). And “this 
sould cause the quantity of labor offered—to decrease.” On the follow- 
ing page we find that where the supply curve is the more elastic “at points 
the right of OX (Chart 91) the marginal productivities, or competi- 
sive wages, would be less than the supply price. These added quantities 
(of labor) would not be forthcoming.” Here a low wage offer causes 
restriction of supply. Not only is the relationship one of quantity-con- 
jitioned-on-price, rather than price-conditioned-on-quantity as in the 
ysual decreasing cost supply curve; but a given quantity is conditioned 
ona specific price. Anything more, or anything less, will cause a restric- 
ion of supply. The author therefore finds a competitive disequilibrium 
only in the second case and then “to the left of the point of intersection 
for labor instead of to the right as in the case of commodities” (p. 500). 
Even an employers’ monopoly would have relatively little effect. Al- 
though Professor Douglas roundly criticizes early economists for failure 
to consider unemployment in their wage theory, it appears to the writer 
that the author may here have been guilty of something of the same 
omission. While unemployment is mentioned in the closing paragraphs, 
it is only to observe that where a too-high wage is the cause, a decrease 
of one per cent in wage rates will cause an increase of three or four per 
cent in employment. 

Any shortcomings in detail, however, will not detract from the credit 
due the author for a pioneering task of gigantic proportions, well con- 
ceived and well executed. The public will doubtless concur in the judg- 
ment of the distinguished committee which, in 1927, awarded Professor 
Douglas the Hart, Schaffner and Marx $5,000 prize on the present study 
inits early stages. One hopes that the author will push on the additional 
studies projected, and bring further light into the dark realm of dis- 
tribution. 

Grorce E. Biccr 

Brown University 


General Sociology. By Henry Pratt Farrcnuitp. (New York: Wiley. 
1934. Pp. x, 634. $2.75.) 

Eight new elementary texts in sociology have appeared within the last 
two years. Although Professor Fairchild claims “without any special 
efort” to have conformed to the outline for the introductory course 
prepared by a committee of the American Sociological Society his book 
differs markedly in content and point of view from the other seven. 

In the choice and arrangement of content the book is especially un- 
orthodox and “Fairchildian.” Conventional topics such as “Collective 
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behavior,” “Sox process,” “Invention and diffusion” are omitted 4), 
together or d vith in abbreviated form. The relation between the 
group and thé s treated only sketchily. Room is thus made for 
85 pages on p ition (Fairchild’s interest in “larithmics” js ye 
known), for t] luction of three chapters of very elementary eco. 
nomics, and fo: nded tré eatment of such applies sociology concepts 
as “normality,” “progress,” “idealization,” and “social engineering” 
The emphasis o: fare and betterment is marked throughout at least 
half the book. | hild constantly airs his own opinions on contem- 
porary reforn rams; even Roosevelt and the New Deal come in for 
repeated comm: both approving and disapproving. 

All this is not to disparage Fairchild’s book. There is still room for 
individuality and new interpretation even of the fundamentals of soci- 
ology, and th many sociologists who feel that a purely descriptive 
approach is u! nd p dagogy. The most serious criticism of the book, 
however, is its to take full account of current research. In spite 
of generally uy ite ‘uilicarastiog there is a tendency in the exposi- 
tion to rely or ypothetical illustrations when often there are in- 
portant resea1 lable. This fault is perhaps least apparent 
in the populatio1 ons : whee Fairchild’s own studies stand him in 
good stead. It t noticeable in the treatment of “Social forces” and 
“Interests.” eral result is to give the book something of the tone 
of a treatise il philosophy, of the type that was fashionable 
twenty years ag 

If the book is tise it is certainly not a dull one. In fact, in the 
reviewer’s opil ; the best written of available sociology texts. 
While the struct itline of the book as a whole may be difficult to 
grasp (due to a f proper outline headings) the page-to-page ex- 
position will al rtainl} ts and hold the student’s attention. 
The treatment of t] dinarily dull and difficult chapters on point of 
view and meth soakiat science” deserves especial mention. It is 
the most lucid 1 t writer has seen. 


J. L. Woopwanp 
Cornell Uni 


The Economics of Simon Nelson Patten. By James L. Boswett. (Phila- 
delphia: W 1934. Pp. 156.) 

This work is wth of the author’s conviction that Patten’s 
contributions 1 nics should be assembled, organized and mack 
available to stu ld otherwise know his work only in a frag 
mentary way. It part of the author’s aim to interpret Patten’s ideas 
and to compar with those of other outstanding economists s0 as 


to give aid and comfort to “those teachers and students of economics 
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sho are not entirely satisfied with the neo-classical economics presented 
in most texts.” 

Such a task is well worth the effort it involves; but its fulfilment even 
by one who intimately knew Patten and studied under him would not be 
easy. Even to himself Patten’s ideas in their evolution were so elusive 
and elliptical and their formulation in words so difficult that his pub- 
ished writings afford a picture of his thought more akin to ideological 
dashes than to the illumination seen by those who studied with him and 
followed his struggle to give adequate formulation to his thought. It 
happens that Patten and his Boswell never met. This may have the 
advantage of greater objectivity as contrasted with the protagonist at- 
titude of a wor shipful contemporary; but in Patten’s case it yields a two- 
dimensional quality in contrast with the length and breadth and depth 
of the thought of a tenacious and original thinker struggling against 
imitations of verbal expression. Yet in spite of difficulties arising out 
of causes such as these and in spite of occasionally cumbersome and 
infelicitous stylistic lapses, Professor Boswell has done an extremely 
painstaking and workmanlike job. His dragnet has gathered in all of 
the published work by Patten and about him; and interviews with some 
of Patten’s students have afforded complementary values which under 
more imaginative handling might well have yielded a still more truth- 
telling picture. But even so, the work is authoritative, meaty, compact 
and intelligible. To date it is the only single source to which one can 
turn for a comprehensive statement and interpretation of Patten’s eco- 
nomic philosophy. Pedantic in spots, it has on the whole the earmarks 
of scholarship. Future students of American economic thought can safe- 
ly depend upon the authenticity of its summary statements and upon 
the honesty of its interpretations. 

Beginning with a hasty summary of Tugwell’s sketch of Patten’s life 
and background, Boswell proceeds to relate the strands of Patten’s 
thinking to the contributions of the English Classical School, to the na- 
tionalistic thought of List and Carey, to the historical approaches of 
Roscher and Hildebrand and to the deductive analysis of the Austrian 
School. Although under the influence of the logical methods of the classi- 
cists, Patten’s philosophy is sharply contrasted with theirs. Theirs was 
naterialistic, his idealistic; theirs pointed toward laissez faire, his to- 
ward social and economic planning. The classicists were absolutists, Pat- 
ten a relativist; their insistence on static norms was rejected by him in 
the interest of an emphasis on a dynamic society characterized not mere- 
ly by change but by progressive adaptation, through innovation and imi- 
tation. Highly theoretical in method, Patten’s interests were distinctly 
practical, those of a social-welfare economist. In contrast with the Ri- 
cardians, he stressed a social law of increasing returns as against the 
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physical law of d shing returns; he rejected their idea that the rat, 
of profits tends toward a minimum and substituted the view that in , 
dynamic society new outlets for enterprise afford enlarging profits; he 
rejected the Malthusian law of population on the ground that under 
dynamic conditions increasing numbers are supported with rising stand. 
ards of living. In his study of consumption, which is vital to his whok 
scheme of thought, he rejects the static law of diminishing utility and 
opposes to it a d ic law of increasing utility. He further opposed 
the idea that th e of reproducible goods tends to equal their cost of 
production or reproduction and substituted the conclusion that with 
the progress of s y values tend more and more to exceed costs, A 
surplus economy results, in contrast with the deficit economy of the 
classicists. He reject mpetition as a regulator of industry and would 
substitute therefor codperative and protective measures under social 
control. 

In succeeding cl ers Boswell relates the fundamentals of Patten’s 
thought to Germ \ustrian and American economic theorizing, out- 
lines the economic, social and political background of Patten’s ideas, 
and then proceeds to summarize those ideas as developed in a succession 
of works published during Patten’s most prolific period. Consumption 
and utility, cost, surplus, value, rent, wages, the tariff and free trade 
are the headings under which Boswell outlines and evaluates Patten’s 
constructive contributions. Selection and organization of material is 
‘ good, and abstracts are rephrased, combined and interpreted with clar- 
ity, brevity and good judgment. A final chapter assesses Patten’s cor- 
tributions and influence, revealing his consistency of attitude in a multi- 
plicity of approaches to economic and social problems, and attributing 
to him a new orientation to economic thought. An exhaustive and well- 
organized bibliogra concludes the volume. 


Roswettu C. McCrea 
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Aspects of the Rise of Economic Individualism: A Criticism of Maz 
Weber and His School. By H. M. Rozertson. (Cambridge, Eng.: 
Univ. Press. New York: Macmillan. 1983. Pp. xvi, 2238. $3.50.) 

This critical examination of religious thought in the sixteenth and 
seventeenth centuries reveals serious discrepancies between the actual 
facts and the th ; of Weber. There are errors, too, even in the more 


restrained attempts of Sombart and Tawney to associate economic de- 
velopment with the development of religious thought. It is shown that 
the Protestant doctrine of the “calling” was misinterpreted by Webcr, 
through his failure to recognize the extensive changes in the concept at 
the close of the seventeenth century. In the sixteenth century all religious 
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writers, Catholic as well as Protestant, persistently condemned ambitious 
attempts to improve one’s status. The acceptance of one’s “calling” and 
station in life was presented as a religious duty. The criticism is here 
presented in great detail, as Weber alleged that the Romance languages 
were without any term to express the idea. Robertson presents striking 
passages from the French Catholics which express explicitly the general 
features of the doctrine, though the writers use a variety of terms, such 
as “condition,” “office,” “charge.” The doctrine of positive religious 
growth through assiduous devotion to worldly pursuits does not appear 
until the second half of the seventeenth century. The outstanding Eng- 
lish exposition of the doctrine is to be found in “The Whole Duty of 
Man” (1657), in Baxter’s Christian Directory (1673), and the “New 
Whole Duty of Man” of the eighteenth century. The Catholic writers 
developed similar doctrines in this period. 

The treatment of usury by religious writers is also discussed with 
great care. It is shown that there was little new in Calvin’s presentation, 
though changes in emphasis make it possible to misconstrue his attitude. 
He was unwilling to condemn the practice in its entirety, but the excep- 
tions recognized conform closely to those recognized by the Canonists 
and the Jesuits. The treatment of the Catholic writers of the sixteenth 
century will be especially welcome to English readers. Conditions in 
Southern Germany and Austria are discussed in detail, and with full re- 
gard to the bearing of these questions on the Reformation. The payment 
of interest on bank deposits created a new problem, but the Jesuits found 
it difficult to oppose the practices of the Fugger and the other German 
banking houses, as they were all closely associated with the financial 
operations of the Holy See. In the end, even the new practices were ac- 
cepted by Catholics as well as by Protestants. Dr. Robertson is solely 
concerned with the differences between Protestant and Catholic writers, 
so that the elements of novelty in the general problem are not very ex- 
plicitly pointed out. 

Dr. Robertson has not been content merely to destroy the interpreta- 
tion of Weber; he presents a carefully documented analysis of the new 
orientation of economic forces in the sixteenth century. New concepts 
of the state, its economic policies, and its relations to its subjects en- 
tailed many changes. The increased production of gold and silver created 
profound economic dislocations throughout Europe and accelerated the 
decay of feudal society. The rise of the Protestant countries to new 
economic importance is shown to be a consequence of the opening of the 
oceanic trade routes to the New World and the East. The resources and 
location of Holland and England were more potent factors than their 
religious outlook. 


This revision of the interpretation of the period involves the abandon- 
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seeks to achieve, where individuals cannot, the greatest common welfare 
for the present population and also for future generations. State activity 
ss an economic subject is superior to other economic subjects because 
yierarchically the state is superior to them and because the end of state 
activity is essentially political, although frequently resting on economic 
bases. In so far as possible, the state will compare utility with cost, but 
the utility may include political as well as economic considerations. The 
formula becomes: “costs == economic utility plus public utility.’’ Because 
costs and risks may be apportioned over space and through time, many 
activities may be economical for the state although not so for individuals. 
Total costs are balanced against total utilities, whereas with private in- 
dividuals marginal costs and marginal utilities are balanced. 
Domenico GaGLiaRDo 


Hewert, W. W., Gururie, G. L., and Corrry, F. A. Questions and exercises 
on applied economics. (New York: Crofts. 1934. Pp. viii, 164. $1.) 

Though primarily for use with the text of Bye and Hewett on Applied 
Economics, this volume is serviceable for any text. “In compiling the 
questions, liberal use has been made of material taken from newspapers, 
magazines, and books, in the hope that a realistic atmosphere will challenge 
the student’s interest. In this connection we have drawn considerable ma- 
terial from the current ‘new deal’ discussions and the instructor will find 
ample opportunity to supplement these questions with others of his own 
drawn from current news” (preface). 

Homans, G. C. and Curtis, C. P., Jr. An introduction to Pareto: his sociology. 
(New York: Knopf. 1984. Pp. xiii, 299. $2.50.) 

Kiune, O. Exakte Nationalékonomie: sozialorganische Okonometrie. Haupt- 
gedanken zu einer exakten Grundlegung der theoretischen Nationaliékono- 
mie auf phanomenologisch-sozialorganischer Basis. (Jena: Fischer. 1934. 
Pp. xii, 332. RM. 16.50.) 

Meiver, F., editor. Die Volkswirtschaftslehre der Gegenwart in Selbstdarstel- 
lungen. By Irvine Fisher, Loria, Franz Oprpenueimer, E. R. 
A. Supino, and Leopotp von Wiese. (Leipzig: Editor. 
1929. Pp. 239. RM. 12.) 

This interesting and unique little volume consists of the solicited auto- 
biographies of six selected contemporary economists with brief comment 
by the editor in the preface. Each of the six gives a brief but intimate 
sketch of his life, mentions those to whom he is most indebted for his 
training, offers his own interpretation of his gropings for the truth, explains 
the intent of his efforts, and lists his chief publications and activities. 

The editor refers the reader to three striking factors in connection with 
the autobiographies: the light thrown, especially by Loria and Oppen- 
heimer, on the history and theory of socialism, the advancement of the 
theories of interest as developed by Fisher, Seligman and Supino, and the 
unbelievable, practical activities of “these American professors.” 

Feuix E. Herp 


ane, T. Souvenirs sur Charles Gide, 1847-1932. (Paris: Sirey. 1934. 
xvi, 199.) 


Rosains, L. The great depression. (London: Macmillan. 1934. Pp. xiv, 238. 
33.50.) 
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Spaur, W. E. ¢ r economics and the recovery program. (New Yor. 
Farrar and Rin 1. Pp. 26. 25c.) 
An appraisal very policies as measured by principles or lays of 
economic science 
Spirito, U., and L’economia programmatica. Pubblicazoni a cura dell; 
scuola di rporative della R. Universita di Pisa. (Floren. 
Sansoni. 1933 

This series of six essays on economic planning and planned econo, 
societies is it ne by reason of the contrast in fundamental philo- 
sophical idea le of attack, and in mechanism of accomplishmen: 
employed in 1 tive countries. Lucien Brocard, in describing tle 
French conce} f regulated economy, indicates that the man of the 
street in Frar iominated by the ideals of harmonies économiques 
somewhat in ! » rationalization which he seems to think dominates 
both Germar United States. Arguing that a regulated economy 
must be base rong national economy, this essayist rightly con- 
cludes that n from individualism to planned economies yill 
necessitate b nization of the machinery of government and a 
restatement re of governmental activity in social philosophy. 
Carl Landaus the economic program of Germany as an egression 
of post-war « and social rehabilitation which has culminated ip 
what is common! ed the rationalization movement. 

Erudite as i liscussion of the background and the forces and 
philosophies planned economy movement, one must be surprised 
when it is sta ,t Karl Marx and Ricardo were parallel in their basic 
economic the 1 A. Hobson admirably states the detached observa- 
tionalism of | momists, in place of the currents of conflicting 
ideology whi rather dominated their literature for the past five years. 
A planned eco! n the United States is considered by Lewis L. Lorwin 
who contends laissez-faire may have been a dominant element 
in the rapid d nt of this nation, the principle has outlived its use- 
fulness. Econ sunning of the U.S.S.R. is discussed by Gerhard Dob- 
bert who con that an almost fanatic idealism which contributed s 
much to the su he First and Second Five Year Plans may wane 
or disappear < the future. It is therefore unfair to base concli- 
sions regarding pl: 1 economies upon the achievements of the U.S.S.2. 
It might also | | that the development under the planned economy of 
the U.S.S.R. itter of “catching up” with the rest of the world, 
and it remains termined if such economies can also forge ahead to 
still greater h s of progress. The “corporistic economy” by Ugo Spirite 
which concludes ssays is definitely sympathetic to planned economics 
though serious at se arguments are mentioned. 

This small ve which is a companion to La Crisi del Capitalismo, 
is positive in rtion that while planned economies are a step toward 
socialism they stall the early arrival of that idealized state. 


F. F. Burrcuett 


Vito, F. La cor biologica dell’economia. (Milan: Soc. Ed. “Vitat 
Pensiero.” 19 
This is a ca tudy of the use which Alfred Marshall made of what 


the author cal logical concept of economics. The dominant note 0 
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the Principles is found in the notion that in a dynamic world economic 
problems are not primarily of a mechanical nature, but are concerned with 
the equilibrium between the forces increasing and decreasing life, in which 
man with his changing activities and needs has the post of honor. In the 
analysis of those forces, the biological concept is considered more helpful 
than the mechanical. 

The biological method is applied by the author to the analysis of several 
of Marshall’s concepts—decreasing costs, the “representative firm,” long- 
run elasticity of demand, the rate of interest—and the results are found 
to be considerably more satisfactory than those achieved by the use of the 
mechanical analogy. However, because Marshall was exploring hitherto 
untrod grounds and because of the very nature of the method, he did not 
succeed in greatly refining this “engine for the discovery of truth.” That 
refinement remains yet to be made. 

Domenico GaGLiarDo 


Wicxsett, K. Lectures on political economy. (London: Routledge. 8s. 6d.) 


Economic History and Geography 


Principles of Human Geography. By Ex.itsworta Huntineton and 
Sumner W. Cusurne. 4th ed., rewritten. (New York: Wiley. 1934. 
Pp. xxii, 467. $3.00.) 

The chief pedagogical merit of this volume lies in the clearness with 
rhich man’s physical environment is shown to influence human culture 
throughout the world. This result is achieved, first, by a logical develop- 
ment from geographic factors to culture traits rather than vice-versa ; 
second, by describing the minimum essentials of the background sci- 
ences such as geology, meteorology, and physiography in simple terms 
vith an abundance of familiar illustrations; third, by a copious use 
of diagrams, maps, and pictures, appropriately inserted and effectively 
utilized in textual discussion; and fourth, by a style of writing which 
arouses and sustains interest. Teachers will also welcome the wide 
variety of problems and exercises at the end of each chapter. 

The scope of the book is well outlined in the introductory statement, 
and the topical sequence to be followed is illustrated by an excellent 
chart. The next eight chapters explain man’s response to various as- 
pects of his tangible physical environment, including the form of the 
earth and its motions (with a section on the use and construction of 
maps), land forms, bodies of water, soil, and minerals. The inter- 
dependence of these geographic factors and their proximate and ulti- 
mate effects upon human culture are illustrated sufficiently to justify 
the generalizations drawn. Four chapters on man’s relation to climate 
continue the exposition and lead up to a 100-page discussion of the 
culture traits resulting from the characteristic organic and inorganic 
aspects of each of the principal climatic regions of the world. The book 
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Certain errors of fact seem somewhat less pardonable. One of the 
avowed reasons for the new edition was to bring the material up to 
date, yet certain sections have been allowed to stand unchanged in the 
face of important developments. For instance, the discussion of the 
copper industry seems to be based upon conditions existing in the early 
twenties (cf. pp. 212-214). Canada, which has been the world’s fourth 
largest copper producer since 1928, is not even mentioned in the list 
of the eight most important copper mining countries. Rhodesia and 
Russia are also omitted, and the declining relative importance of the 
United States is overlooked. 

Even with the greatest of care, authors cannot hope to produce a 
volume of this type without occasional lapses. The reviewer, therefore, 
vould be presumptuous who attempted to list all the mistakes which he 
happened to notice in skimming the various chapters, especially since 
the commendable aspects of the book outweigh its defects. It is to be 
hoped that future editions will put factual accuracy on a par with the 
exposition of geographical principles. 

Rosert B. Petrencit. 

Stanford University 


Venetian Ships and Shipbuilders of the Renaissance. By Frepenic 
Cuapin Lane. (Baltimore: Johns Hopkins Press. 1934. Pp. ix, 
285. $3.50.) 

Professor Lane has found in the Venetian archives much new material 
of interest to the student of social and economic history as well as to 
the naval archeologist and antiquarian. He has tried “to relate the types 
of ships to the purposes for which they were designed,” to find “clues 
to changes in the economic life of the city,” and to observe “the ordinary 
men... in their everyday work.” With such diversity of aims, added to 
the incomplete nature of the sources, an apparent absence of unity in 
the book is not surprising. 

The development and decline of the great merchant galleys, the con- 
quest of the commercial field by the improved round ship, and the tech- 
nical processes of building are clearly depicted and explained with the 
assistance of welcome drawings. One might question the author’s infer- 
ence that the Venetians took the decisive steps toward the developments 
of the fully rigged ships of the ocean voyages. It also seems improbable 
that no slaves were employed on the Venetian galleys before the sixteenth 
century, or that the humanist Fausto alone among the builders knew 
the principle of the lever. 

In addition to a useful table of weights, measures, and moneys, sug- 
gestive data have been ingeniously assembled for freight rates, wages, 
and size and numbers of ships. Through no fault of the author much 
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ficiency. The course of the narrative, deftly 
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ycoming more important everywhere, not because producers desire in- 
srference in their own acts, but because they ask protection from their 
“lows; also because the State aims to act for the national good. Out- 
ining many recent forms of state activity, he observes that devaluation 
of the currency unit has hitherto been adopted of set purpose only by 
the United States. Favorably situated countries have strongly tended 
1) form great closed or semi-closed markets, where most needs are sup- 
lied from within, while other countries have continued to hope for in- 
national accords. 

Employing very different methods to codrdinate the activities of busi- 
ness units, such unlike countries as the United States, the United King- 
dom, Italy, Germany, France, Soviet Russia, have lately achieved a meas- 
ure of success. Since some of their policies have tended to deepen the 
depression, the net improvement shown must be ascribed, not only to the 
sontaneous actions of individuals and groups, but “certainly . . . in con- 
siderable part, to the actions of governments.” 

Some of Mortara’s special chapters, forming the bulk of the volume, 
are of interest to the world at large (wheat, various fuels or powers, 
land and sea transportation), others (wine, silk) more especially to 
Italy. In all there is an excellent summary of world conditions and de- 
vopments, followed by a brief summary of the Italian situation. The 
admirable chapter on money describes recent changes but recapitulates 
arlier data to permit them to be seen in sequence. The new corporative 
structure of Italy is viewed with distinct hopefulness. 

As a whole the work is perhaps the more objective for being written 
bya representative of a smaller nation. It may be added that data are 
included covering the first half of 1934. 

Rosert F. Forrster 

Princeton, New Jersey 

NEW BOOKS 


Anustronc, H. F. Europe between wars? (New York: Macmillan. 1934. 
Pp. 115. $1.25.) 

Antz, F, B, Reaction and revolution, 1814-1832. (New York: Harper. 1934. 
Pp. xiii, 317. $8.75.) 

Asutry, M. P. Financial and commercial policy under the Cromwellian 
protectorate. (New York: Oxford Univ. Press. 1934. Pp. 190. $4.) 

Barnes, J., editor. Empire in the East. (Garden City, N.Y.: Doubleday 
Doran. 1934, $3.) 

Bocarous, J. F, Europe: a geographical survey. (New York: Harper. 1934. 
Pp. xiii, 718. $4.) 

“This book is designed as a text for students of geography of college or 
tniversity grade and as a source of useful information for all those inter- 
ested in European life or European problems. Both of these groups of 
readers are primarily interested in the major problems of the European 
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handbook of the Pacific area. (Garden City, 
1. Pp. xl, 649. $5.) 
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f Pacific Relations, it presents no thesis, ad- 
frictions, but merely says: Here are the 
interested in the economic development of 
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3 of the An adequate criticism of an encyclopedic volume of this type would re- 
€ prob- quire the knowledge of a specialist in each separate field. However, cer- 
ition be tain characteristics are obvious. In the first place the title, “Pacific Area,” 
lems, J} is something of a misnomer. It is too narrow in that the analyses frequent- 
nd that ly include data on other countries in the world in order that the relative 
ible de- position of the Pacific nations may be made clear. It is too broad in that 
the book omits entirely the nations on the west coast of Latin America. 
Ciences, These countries are not yet members of the Institute and lack the national 
. Stud,, councils necessary for coéperation in the research of the organization. In 
li, 227; the second place, the selection of economic topics is incomplete. For in- 
stance, there are only scattered references to tariff problems; and the chap- 
- Pubs, ter on trade needs a more adequate interpretation of its copious statistical 
material. Shipping is also omitted. 
at home Apparently through an oversight, the chapter on land utilization fails 
ngmans, to include a section on Hawaii, although the Islands are given due con- 
sideration in other surveys. Important commodities like silk, tea, coffee, 
en City, and copra are not discussed along with other international agricultural 
products, presumably because of lack of space; but it seems that at least 
1 in as- silk should rank with rice, rubber, sugar, wheat, cotton, and wool as one of 
conomic the leading raw products in Pacific trade. To analyze thoroughly the de- 
-ctively, scription of a single article, copper, one might for instance object that 
sis, ad- the attempted price stabilization at $.18 occurred in 1929-30, not 1928; 
are the that the significant United States imports have been blister copper for re- 
ment of fining, not ore for smelting; that American producers were not in nearly 
as bad a competitive position in 1981-32 as the author contends; and that 
factors, the low production costs of new Canadian mines are probably due less 
cally to to the high copper content of ores, than to the presence of valuable by- 
ountries products, such as gold, silver, and nickel. 
conomi In spite of minor flaws that may be present in the various sections of 
1 move- the volume, the general analysis seems impartial, up-to-date, and com- 
1s of the petent, though necessarily brief. Statistics and interpretation are complete 
ducts of innearly every instance through 1932 and often include 1933 data. For the 
United States, the textual discussion even includes events of the first two 
inating, months of 1984. 
bles are Rosert B. Perrenciiy 
[any of 
stitute Fisuer, Mrs. H. A. L. Life and work in England: a sketch of our social and 
Pacific economic history. (New York: Longmans. 1934. Pp. 224. $1.25.) 
ve than Goose, P. H. Arctic trader: the account of twenty years with the Hudson’s 
ague of Bay Company. (New York: Putnam. 1934. Pp. 329. $3.50.) 
| region. Grant, I. F. The economic history of Scotland. (New York: Longmans. 
led and 1934. Pp. xvi, 295. $2.20.) 
atistical Guecennem, H. F. The United States and Cuba: a study in international 
volume relations. (New York: Macmillan. 1934. Pp. xvi, 268. $2.50.) 
Part 3 deals with the influence of the United States on economic de- 
re pur- velopment in Cuba. 
. though Hamitron, A. Papers on public credit, commerce and finance. Edited by 
volume, Samuet McKer, Jn. (New York: Columbia Univ. Press. 1934. Pp. xxiv, 
sur- 308. $3.) 
ion, not In addition to the papers by Hamilton, including first report on the 
ications, public credit, report on a national bank, letter to George Washington on 
constitutionality of the bank, second report on the public credit, and report 
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me contains an introduction of some 20 Pages 


treasure and the price revolution in Spain, 1501- 
-d Univ. Press. 1934. Pp. xxxv, 428. $4.50.) 
n progress. (Cambridge: Harvard Univ. Press. 


Lowell Institute in Boston in 1938, 
n Canada. (Toronto: Ryerson Press. 1934, Pp. 


makes a gallant attempt to see the economic 
utline a coherent solution. He despairs equally 


1 “radical cure-alls.” As a sane, practicable half- 


ries of somewhat Rooseveltian measures to “con- 
y way of refrain, that these are “not socialism,” 
and they include considerable national planning 
little difficult to see that they offer conclusive 
wealth and misleading profit-making which are 
f collapse. 
with sturdy common sense and notices some vital 
nce of the whole Canadian economy upon such 
But, writing as a plain citizen for his fellow 
onomist, he over-simplifies intricate problems. 
n some cases, as the following passage suggests: 
long-term policies of our federal government 
and means to start once more the stream of im- 
til it develops the strength which it had early 
is would spread the overhead cost of our capital 
10re consumers; but there are other elements in 
red. Early in the century Canada still had vast, 
lisposal. Today she seems to be nearing the 
»f development. She can no longer look to the 
staples to solve her problems, but must seek a 
lidation and conservation. 


Irene M. Biss 


ashire cotton famine, 1861-1865. (Manchester: 
1934. Pp. xiv, 178. 8s. 6d.) 
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which have ultimately yielded significant results, 
not immediately effective. Of greater immediate 


ct of the stoppage on foreign remittances. The 


in part to drains of gold which arose from the difi- 


ports of cotton from new sources with trade bills. 


ster: 


stless 
ts of 
over- 
actor 
d led 
nd in 
sum- 
sults, 
diate 
The 
diff- 
bills. 


1934] 


Economic History and Geography 709 


The story of the relief schemes is especially interesting at the present 
moment. The public works program designed to afford relief to 27,000 
unemployed operatives did not at any one time give work to more than 
4,992 factory operatives. Some cotton workers may have benefited indirect- 
ly, but the schemes were clearly of subordinate importance. The actual 
burden of relief of destitution was borne largely by local bodies and private 
contributions. The relief available was not sufficient, however, to prevent 
a serious reduction in the standard of living of the operatives. Malnutri- 
tion and inadequate shelter and heat added greatly to mortality from dis- 
ease. 

Assott Payson UsHEer 


Hirst, F. W. The consequences of the war to Great Britain. Carnegie Endow. 
for Internat. Peace pub.; Econ. and soc. hist. of World War, British ser. 
(New Haven: Yale. 1934. Pp. 331. $4.) 

Hornasin, J. F. An atlas of current affairs. (New York: Knopf. 1934. Pp. x, 
149. $1.50.) 

Seventy-four sketch maps, each with a text descriptive of the problem 
afiecting the region which is mapped. Of help to those interested in inter- 
national problems. 

Lams, E. T'he planned economy in soviet Russia. (Philadelphia: Dorrance. 
1934, $1.75.) 

Lampert, E. Une fuite dans les institutions de paiz: le libre jeu des 
représailles et Vembargo punitif sur les marchandises, fermeture du droit 
privé international a leur action. (Lyons: Rev. de l'Université. 1934. Pp. 
71.) 

When the United Kingdom passed its Russian Goods (Import Prohibi- 
tion) act in April, 1933, in retaliation against the espionage trial and con- 
viction of British engineers working for the Soviets, the government of 
tussia requested several prominent lawyers of other countries to give their 
opinions concerning the legality (or rather normality) of this legislation. 
The opinion of Professor Giovanni Pacchioni, of the University of Turin, 
from the viewpoint of public international law is here summarized by Pro- 
fessor Lambert, director of the Institute of Comparative Law at Lyons. 
The author then gives his own analysis based upon private international 
law. The concluding section recounts the liquidation of the incident and 
summarizes the legal and international implications of this unprecedented 
legislation. The title of the pamphlet correctly indicates the disapproval 
voiced by both these jurists. 

Rosert B. Perrenctiy 


Lasker, B. and Hoxxanp, W. L., editors. Problems of the Pacific, 1933. Eco- 
nomic conflict and control. Proc. of the fifth conf. of the Inst. of Pacific 
Relations, Banff, 14-26 Aug., 1938. (Chicago: Univ. of Chicago Press. 
1934, Pp. xvi, 490. $5.) 

The title of this volume may be somewhat misleading to persons un- 
familiar with the program of the Institute of Pacific Relations. In the first 
place, the book does not deal with international problems alone, but goes 
beneath the surface frictions to the underlying causes inhering in divergent 
national economies. This leads to seemingly disconnected studies of eco- 
nomic problems and programs within the different nations. In the second 
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place, the inter ym problems themselves are world-wide and 
the Pacific fox restricts the illustrative material from which 
truly universal g ms are drawn. Therefore in order that these bi- 
ennial reports lings may achieve the wide reading that they de- 
serve, it might | rdinate the series title, Problems of the Paci- 
fic, which now a rs on the cover of the book, and elevate the syb- 
title. Such a pr | be in keeping with the present trend toward 
restricting each , relatively narrow portion of the broad field 
Survey ed by th 

The introdu r enters immediately upon a discussion of the 
problem of con npetition between various regions producing the 
same raw mate »bviously far broader than the Pacific frame. 
The chapters o1 2 in the Pacific and Japanese expansion are jn- 
deed more loca ilso those on China’s reconstruction plans and 
the recovery pr e United States. However, the material presented 
on the last twe nterest even those who eschew international 
problems. Thr 11 with the international economic effects of 
differences betw ; in living standards, labor standards, and mon- 
etary policies. ‘] s are clearly as world-wide as the British Em- 
pire, whose im] nce program was another topic studied at the 
conference, ‘Th } onsiders the problem of controlling public 
opinion on inter nomic and political questions. This, of course, 
involves an exc lds of psychology, education, and sociology, 
as well as econ tical science. 

Nearly half e is devoted to the publication of documents 
prepared under e’s research program to supply factual data for 
study and dis untly, five of the documents deal with prob- 
lems involving 11 economics of Pacific nations (China, Japan, 
and the Philip; nly four take up international economic sub- 
jects per se. 

Though the 1s planned to deal with economic problems, 
only three out nited States delegates were professional econo- 
mists, five out r from Canada, and other countries in pro 
portion. 


Rosert B, 


Lunt, W. E., edi ues in the Middle Ages. Vol. II. (New York: 
Columbia Univ 34 

Maceg, J. D. C ry: readings in current economic problems. 
(New York: H Pp. xiii, 477. $2.) 

Professor M [he tremendous changes in the volume of pro- 
duction, empl trade, the violent fluctuations of prices, the cruel 
paradox of wa plenty, and the great mass of new legislation 
have aroused n economic affairs”; and this book of readings 
is offered to p ial which will aid in the understanding of some 
of these happeni1 lan of the book is to give a summarization 0! 
recent legislat y of different opinions dealing with current 
problems unde ter headings of (1) “The N.R.A. and social con- 
trol’; (2) “M king’; (3) “Labor”; (4) “Trusts and monopo- 
lies”; (5) “Ce 6) “Agricultural problems”; (7) “Social legis 


lation”; (8) “S ck exchange regulation ’; (9) “Transporta 
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ion”; (10) “Public finance’; and (11) “Tariffs and international trade.” 
jt seems that some of the readings are too much condensed, yet the ma- 
«rials and opinions which are included clearly show the issues involved 
and will provide excellent references for courses in elementary economics 
pr economic problems. 


R. M. Jounson 


\axwett, B. W. The soviet state: a study of bolshevik rule. (Topeka: Steves 
and Wayburn. 1934. Pp. xvi, 383. $3.50.) 


“Although this treatise deals largely with legal relationships, yet the 
realistic point of view has been followed consistently, without, it is hoped, 
falling into the all-too-common error of creating a purely impressionistic 
picture. It is said that any study of soviet Russia is likely to result either 
in an extremely favorable attitude or in a violent opposition on the part 
of the student. The writer flatters himself that he has approached this 
study objectively, has divested himself of ideological bias, and has pro- 
duced as a whole, an impartial representation of political, social, and legal 
conditions in soviet Russia today” (preface). 

Niwa, L. Le finanze pontificie nel medioevo. Parte III. Quadro dei tributi 
tenporali. (Milan: Treves-Treccani-Tumminelli. 1932. Pp. 320. L.20.) 

All the problems of differentiating church from state, of divorcing gov- 
ernment from organized feudalism, and of separating taxation from class 
and economic exploitation descend upon the reader before he has perused 
the first chapter of this study of medieval Italian finance. It is, however, 
this challenging fringe of uncertainty which attracts many students to 
financial problems in the Middle Ages. The breakdown of the feudal sys- 
tem occupies the center of the period covered, and it is with the conflict 
of forces in this transitional stage that some of the most acute problems of 
finance are found (p. 11). 

The successive chapters of this volume, which the author has modestly 
called an outline, consider the whole gamut of revenues: taxes in general, 
special imposts, taxation of real (ricchezza terriera) and personal (ric- 
chezza mobiliare) property, chimney and poll taxes, indirect taxes upon 
property transfers and taxes upon consumption. The last named include 
the several internal duties, salt and flour taxes, and duties upon imports 
and exports. Although the author denies (p. 15) the possibility of main- 
taining a satisfactory distinction between ordinary and extraordinary rev- 
enues, the discussion usually indicates whether the tributes were employed 
essentially for normal or abnormal purposes. Due to the fact that industrial 
differentiation was practically unknown in medieval Italy, relative burdens 
of taxation are considered only with respect to rural vs. urban areas. Since 
the volume does not deal with expenditures, the real burdens of public 
levies could not be treated with any degree of precision. Moreover, the 
inadequacy of accounting records forestalls any consideration of the rela- 
tive productiveness of the different levies except upon an empirical basis. 

The volume is replete with footnotes and may provide excellent secondary 
source material for students of medieval economic conditions who are un- 
able to consult original archives. 


F. F. Burtcuetrr 


Poca, E. M. The prairie province of Illinois. (Urbana: Univ. of Illinois. 
1934. Pp, 124. $1.) 
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Ponte, L. and Muss, M. Das deutsche Wirtschaftsleben seit Beginn des neun- P 
zehnten Jahrhu Leipzig: Teubner. 1930. Pp. 180. RM. 4.80.) ai 
Supplemen - Pohle’s death, by Max Muss with two additions c 
chapters, and in 1980, this is a practical and logical résumé of 
the history and ent of the national economy of Germany, The te 
authors considé hs, the first three closing respectively with the 0: 
formation of t erein in 1834, the Franco-Prussian War, and the i 
World War. ‘I » epochs consider first, the World War period and tl 
second, the ré tion thereafter. 

The first pe ked by the freeing of the peasants and the partial a 
emancipation idicraft. The second sees the departure from the in- t 
dividual econ the growth of capitalistic production and the de- t 
velopment of [he third shows the increase in export industrial- t 
ism and exp nd hence the rapidly increasing number of per- t 
sons depende! n trade. The authors see in these three periods 
a sequence of ; of a constructive and related nature, and hence . 
treat the per nit. Agriculture, commerce, industry and in some : 
measure finat n careful analysis, and while the material is nat- : 
urally not nev ; are clear, the philosophy intriguing and the style t 
most interest ps the greatest contribution lies in the historical b 
discussion of | the analysis of the relationship between labor and é 
capitalistic o1 e 

The econo! s and difficulties of Germany during the World 
War, together mplete collapse of the financial system, are given 
a separate cl ew evidently toward showing the tremendous 
task of the r n. Some stress is laid on the new growth in recent Vai 
years of the nd especially of the “Concern,” a new type of or- 
ganization ari e war, whose intent is not so much the develop- Wi 
ment of mark e assurance of sale, as the analysis of the member 
firms purely f roduction and production economy point of view. dn 

The final ¢ ntitled rather pathetically “Reconstruction, difi- 
culties, and | while there is a hopeful note, the conclusion vir- Bri 
tually foreca f the problems that have developed since the pub- 
lication of th 

Feuix E. Hew Fa 
Rister, C. C. 7 Southwest: the economic, social, and cultural de- Gu 
velopment of Oklahoma, Texas, Utah, Colorado, Nevada, New 
Mexico, Ariz California from the Spanish conquest to the twentt Ins 
eth century. _ Calif.: Arthur H. Clark Co. 1934. Pp. 506. $4.) | 
Srncriair, H. M to economic history. (New York: Harper. 1954 4, 
Pp. 2382. $1.2 
STEPHENSON, N. \ ry of the American people. Vol. II. The develo | 
ment of an indu epublic, 1850-1934. (New York: Scribner’s. 1934 ( 
Pp. xiv, 563. 
SUTHERLAND, L. $ London merchant, 1696-1774. (London: Oxford Univ Ne 
Press. 1933. i, 164 

This little .n essay on specialization in business in eighteenth Po 

century Lond business man dealt with is William Braund. Hi 7 


particular tas to take risks, for instance, in sending woolens 
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Portugal and bringing back gold. Such export and import he financed; the 
,ctual handling, storing, and transporting he left to others. His equipment 
consisted of capital, special knowledge, and an office. 

Knowing foreign trade, Braund was well prepared for helping others to 
take risks in foreign trade. This he came to do by underwriting the ventures 
of other merchants. For this he required an office in Lloyds and the aid of 
insurance brokers. In this business Braund was alert and continuously on 
the job, except that he reserved for himself week-ends and Mondays. 

Braund was a joint owner of numerous ships. These ships were built by 
, group of partners who chose ordinarily one of their own number to be 
the husband or manager of each ship, and then proceeded to hire the ships 
toa merchant or to a company such as the East India Company. Again, all 
that Braund had to do was to take risks and occasionally decide some ques- 
tion of policy or management. 

The author of this book has used the manuscript accounts and a wide 
range of commercial books and pamphlets printed at the time. She has 
shown herself much more interested in the general industry dealt with 
rather than the particular business which occasioned her study. Although 
the work was somewhat distasteful to her because it lies within the field of 
business history and because the subject is bourgeois, nevertheless, the exe- 
cution is very satisfactory, reflecting credit on both herself and her teach- 
ers. No student of the East India Company or of marine insurance should 
fail to study this work. 


N. S. B. Gras 


Vavnest, C. G. and Smitu, H. L. Socialized history of the United States. 

(New York: Scribner’s. 1934. Pp. xvi, 733.) 

Warseck, R. H. Industrial geography: production, manufacture, commerce. 

‘New York: Am. Book Co. 1934. Pp. 608.) 

Annuaire statistique de la République Techécoslovaque. (Prague: L’Office de 

Stat. de la Rép. Tchécoslovaque. 1934. Pp. xvi, 328. 35 Ké.) 

British Honduras: financial and economic position. Report of the Commis- 

sioner appointed by the Secretary of State for the Colonies, March, 1934. 

(London: H. M. Stationery Office. 1934. Pp. 222. 4s. 6d.) 

Fascist era: year XII, (Rome: Gen. Fascist Confed. of Italian Industries. 

1934. Pp. 102.) 

Guide to current official statistics of the United Kingdom. Vol. XII. 1933. 

(London: H. M. Stationery Office. 1934. 1s.) 

Institute of Public Affairs: proceedings of the eighth annual session, Athens, 

Georgia, May 8-15, 1934. Part. 1. World and national problems. (Athens: 

Univ. of Georgia. 1934. Pp. xi, 200. $1.50.) 

League of Nations: Council Committee of Technical Collaboration with 

China. Report to the Council of its technical delegate on his mission in 

China from date of appointment until April 1, 1934. (Nanking: Internat. 

Relations Committee. 1934. Pp. 51.) 

New Zealand: local authorities handbook. No. 9. (Wellington: Census and 
Statistics Office. 1934. Pp. viii, 319. 7s. 6d.) 

Poland: concise statistical year-book. Fifth year. (Warsaw: Chief Bureau 

of Statistics. 1934. Pp. xx, 195.) 

World economic review, 1988. (Washington: Supt. Docs. 1934. Pp. 298. 20c.) 
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Mining, Forestry and Fisheries 


yy. By L. Rev. ed. (New York: 


llent text, the first edition of which appeared 
bstantially in its original form. The chapter 
itistical information brought up to date, and 
larged by the addition of a chapter on “The 
in civilization” setting forth certain contrasts 


rv culture. 


found in the author’s belief that “the essential 
nd their solution center largely” in the de- 
This accounts no doubt for the unusual 
n to the structure of the rural group, past 
re given to the ancient and mediey a! village 
ige mode of settlement in New England. This 
n student a much needed contrast to the open 
s over the greater part of the United States 
to the development of community life. That 
allowed to be occupied “virtually without 
oducing a civilization “characterized by a 
inityless manner of living,” the author re- 
n blunder.” In Chapter 6 are brought together 
“planned rural communities”—notably those 
hints of what might have been done or may 
sovernment to correct the blunder for which 
chiefly responsible. The creation of the 

1 an opportunity for planning settlements; 
of 200 millions on irrigation projects, th 


itself to engineering work, has sold to the 
d to community building” and thus its reclama- 
ily and socially.” No mention is made here 
the steps taken in 1988 by the federal gov- 


mmunity planning and the relief of agricul- 


population and with the cultural elements 
distinctly sociological part of the volume and 
judged. The material is well selected, the 

d interesting, and the judgments sound. 
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growing power of the city through its possession of wealth, including 
the means of transportation and communication, the sources of credit, 
and the organs of publicity, has left the farmer subject to every kind of 
exploitation. Professor Sims is under no illusion about the economic 
harmonies. He would resist “urbanocracy”; “every vestige of economic, 
cultural, and organizational power that can be laid hold of should be 
grasped and used for class ends.” The one specific policy elaborated is 
that of retracing the steps by which the farmer has lost his independence 
and security. Professor Sims realizes but can hardly reconcile himself 
to the fact that the industrial revolution has swept farming into the 
current of commercial life; that the farmer “has been manoecuvered into 
a vulnerable position on account of the development of commercial farm- 
ing,” with all its risks. The remedy proposed is a “return in large meas- 
ure to a self-sufficient economy.” The author understands that this 
means a “reversion to a more primitive type of agriculture” and a lower- 
ing of the scale of living. That most farm families might advantageously 
produce many things which they now secure by trade is doubtless true; 
but the pains in making such a large-scale readjustment as Professor 
Sims suggests would seem to render the plan impractical. It is not easy 
to visualize a self-sufficient agriculture under modern conditions in the 
sclf-contained America advocated by other reformers. 
G. O. Virtue 
University of Nebraska 
NEW BOOKS 

Bocart, E. L. The water problem of southern California. Illinois stud. in 
the soc. sci., vol. xix, no. 4. (Urbana: Univ. of Illinois. 1934. Pp. 132. $1.) 

A. S., Unxricn, R. C. and Birancuarp, A. C. Studies in forestry 
resources in Florida, III. The naval stores industry. Econ. ser. vol. i, no. 
5. (Gainesville: Univ. of Florida. 1934. Pp. 105.) 

Case, H. C. M. and Myers, K. H. Types of farming in Illinois: an analysis 
of differences by areas. Agric. Exp. Sta. bull. 403. (Urbana: Univ. of IIli- 
nois. 1934, Pp. 129.) 

Davis, C. C. One year of the AAA: the record reviewed. (Washington: Supt. 
Docs. 1934. Pp. 8.) 

Davis, J. S. The A. A. A. Day and hour ser. no. 7. (Minneapolis: Univ. of 
Minnesota Press. 19384. Pp. 29.) 

FiseNuower, M. S, and Cuew, A. P., editors. Yearbook of agriculture, 1934. 
(Washington: Supt. Docs. 1934. Pp. 787. $1.) 

Fuor, J. Essays upon field husbandry in New England, and other papers, 
1748-1762, Edited by Harry J. Carman and Rexrorp G. Tuewe t. Stud. 
poe ye -" agric, no. 1. (New York: Columbia Univ. Press. 1934, Pp. 
817. 03.50. 

Fravenvorrer, S, von. Internationale Bibliographie des agrarékonomischen 
Schrifttums. Berichte iiber Landwirtschaft, Band 17, Heft 4. (Berlin: 
Parey. 1933. Pp. 726.) 

This publication of the German government contains the first installment 
of a bibliography of agricultural economic literature by Dr. Sigmund von 
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Frauendorfer, 


International Institute of Agriculture jp 
Rome. It is cont 


ceeding numbers of the periodical. The wig, 


scope of the bil which attempts to cover the literature of th 
world in the fie] ricultural economics precludes the Possibility of 
annotations whi 1 undoubter ily add to the value of the work. The 
difficulty of the u king with the resources at his command is fully 
recognized by tl piler who finds himself faced at the outset by two 
major problems, t! xclusion of the unessential, the valueless, and the 
irrelevant, on tl nd, and the inclusion of all that is pertinent and 
worthwhile on tl He realizes the limitations of the individual mind 
in making such a nd admits that his decisions are open to criticism 
by the users of liography. 

His aim is to he field designated by the Germans as Agrarpolitik, 


which includes la 
trade, prices, tax 
cluding land valua 
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tural education: 
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nt, agricultural credit, codperation, insurance. 
ultural statistics, etc.; farm management, in- 
and bookkeeping; agricultural history; agri- 


| questions connected with agriculture; agricu)- 


sociology. 


iodical articles are included which are original 
ntain information of permanent interest to the 


1 expert. Information of an ephemeral nature, 
or crop reports is excluded. Texts of laws are 


idily accessible in official gazettes and other 


esented. But in the case of a few of the less 
Hungarian, and some Slav languages, a careful 
ned advisable unless, as is often the case, the 
mtents are given in one of the generally known 


A. M. Hannay 


industry of Maryland. (Baltimore: Mary- 
Baltimore Assoc. of Commerce. 1934. Pp. 


{qricultural Adjustment act: developments up 
Brookings Inst. 1984. Pp. viii, 103. 50c.) 


urces of the United States, 1931. Part I. Metals. 


934. Pp. 710. $1.50.) 

ts under the Agricultural Adjustment act. 
1934, Pp. viii, 99. 50c.) 
{qricultural Adjustment act: 


ton: Brookings Inst. 1934. Pp. viii, 129. ! 


r production and consumption: an economic- 
n: Bale and Danielsson. 1934. Pp. vi, 142. 5s.) 


book is devoted to the technical problems in- 
* both cane and beet sugar, and to the history 


yar industry in the principal producing cour- 
fining industry” discusses the factors deter- 


neries, and the reasons for the recent expansion 


spters for the economist are the last two on 
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> in “The component factors of consumption” and “Prospects of consumption 
ride and production.” Mr, Robertson points out that in many parts of the world 
the there is an extremely low per capita consumption of sugar. His conclusion 
of that there are large potentialities for increased consumption, particularly 
The if living standards rise and the tax burden placed on sugar in many coun- 
ally tries is lightened, might well be considered by the present-day school of 
two agricultural “experts” who envisage a world ruined by overproduction, 
the calling for relief from the bounty of nature. He believes that even with 
and the great technical advances which have been made in the sugar-beet in- 
lind dustry, the production costs for beet sugar are much higher than for cane, 
ism and that “were the high protection of beet withdrawn, its production would 
sink to very small dimensions and in many countries disappear (p. 130). 
tik, Frank Wuitson Ferrer 
nce 
in- Srewart, C. L. Farm real-estate valuations in Illinois, with special reference 
ri to township averages: an analysis of 1930 census data and supplementary 
eul- information for previous and subsequent dates. Agric. Exp. Sta. bull. 399. 
: (Urbana: Univ. of Illinois. 1934. Pp. 73.) 
inal Tuomas, N. The plight of the share-cropper. Includes report of survey made 
the by the Memphis Chapter, L. I. D., and the Tyronza Socialist Party under 
ure, the direction of William R. Amberson. (New York: League for Industrial 
Democracy. 1934, Pp. 34. 10c.) 
ther Wartace, H. A. Che cosa vuole ’ America? (Turin: Einaudi. 1934, Pp. 121. 
L.12.) 
less Translation of America Must Choose, published in February, 1934, as 
eful no. 3 of the World Affairs Pamphlets. 
the Wiutcox, O. W. Reshaping agriculture. (New York: Norton. 1934. Pp. 157. 
own $2.) 


Younc, W. H., and others, Coal (detailed statistics ). Statistical appendiz to 
minerals yearbook, 1982-88. (Washington: Supt. Docs. 1934. Pp. 878-454. 


10c.) 
4 Achieving a balanced agriculture. (Washington: Supt. Docs. 1934. Pp. 51.) 
P. The agricultural output of England and Wales, 1930-1931. Report on cer- 
7 tain statistical enquiries relating to the output of agricultural produce and 
' to the agricultural industry in general, together with the results of earlier 
tals. “ty of a similar nature. (London: H. M. Stationery Office. 1934. Pp. 
67, 1s. 
a” The agricultural situation in 1932-383. Economic commentary of the inter- 
national yearbook of agricultural statistics for 1932-33. (Rome: Internat. 
7 Inst. of Agric, 1934. Pp. viii, 580. L.25.) 
Oc.) Collectivised agriculture in the Soviet Union. (London: Univ. of London 
ial School of Slavonic and East European Studies. 1934. 1s. 6d.) 
5s.) The distribution of government owned wheat and cotton. Official report by 
a the American National Red Cross covering the disposal of surplus com- 
oa modities in aid of people in distress—as authorized by Congress, 1982-83. 
nthe (Washington: American National Red Cross. 1934. Pp. 115.) 
ve International yearbook of agricultural statistics, 1932-33. (Rome: Internat. 
=a Inst. of Agric. 1983. Pp. xxxvi, 794. L.25.) 


Minerals yearbook, 1984. (Washington: Supt. Docs. 1984. Pp. 1154. $1.75.) 
- Wheat studies. Vol. x, nos. 8 and 9. Decline and recovery of wheat prices in 
the nineties. No, 10. Pacifie Northwest wheat problems and the export 


| 
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subsidy. Vol. xi heat survey and outlook, September, 1934 
(Stanford Unis Food Research Inst. 1984, Pp, 289-352; 353. 


14126; 1-88. O1; 


nufacturing Industries 


EW BOOKS 


Artman, C. E., a1 he construction industry in Minnesota. Vol, jj, 
no. 9. (Minnea] Minnesota Press. 1934. Pp. 825-384. 50c. 

Doo.ey, W. H. J thing and textiles: the science of the cloth 
ing and textile | Boston: Heath. 1934. Pp. 694. $5.) 

Weser, G. M. an C. L. The American vegetable shortening in- 
dustry : its or pment. (Stanford Univ., Calif.: Food Re- 
search Inst. 193 359. $3.50.) 

Treats of the f the industry; attempts to control by legislation 
and interrelatior f production, consumption, and prices. Products 
chiefly conside eed oil, lard, and compound cooking fats. 

Automobile facts 1934 ed. (New York: Nat. Automobile Cham- 
ber of Commer Pp. 96. 

Fourth census of } (930): final report. Part III. The food, drink 
and tobacco tra al and allied trades; the paper, printing and 
stationery trad ! H. M. Stationery Office. 1934. Pp. xviii, 529. 
oS. ) 

Understanding th ns. By the editors of Fortune. (New York: 
McBride. 1934. | $3. ) 

Chapters on ng companies: International Harvester, U. S. 
Rubber, Ford, 10e Machinery, Continental Can, Air Reduction, 
National Steel, I lle, Pittsburgh Plate Glass, American Sugar 
Refining, and (¢ lowels, Inc. The articles give interesting informa- 
tion in regard t ves of the several companies. 

Trai rtation and Communication 
EW BOOKS 

Britton, R. F. 7! l the highway. Address before the Transporta- 
tion Round Ta Wharton Alumni Institute of Business, University of 
Pennsylvania, ) :4. (Washington: Nat. Highway Users Conf. 
1934.) 

Dimock, M. E. G ( nerated enterprises in the Panama Canal Zone. 
(Chicago: Uni ress. 1934. Pp. xxi, 248. $2.25.) 

Ferrer, T. A. S reight rates. (Boston: Christopher Pub. House. 
1934. Pp. 151. 

Fyre, R. W., co » of commodities: decisions of the Interstate 
Commerce Co la to propriety of classification, with dect- 
sions bearing ut ‘ples embodied in the rules of the consolidated 
freight classificat C.C. rep., vols. 1-197, incl. (Chicago: State Law 
Printing Co. 1! 

Hepoces, J. B. 7 | railway land subsidy policy of Canada, (Cam- 
bridge: Harvard | 1934. Pp. viii, 151.) 

“While the cl ; of the work is necessarily upon the economic 


aspects of land I the political phase has not been neglected. “i 
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Canada, however, land grants to railways were never a political issue to 
the same extent as in the United States. The principle of subsidies in land 
was accepted in 1871 virtually without debate, with the result that subse- 
quent discussion centered about the amount of land to be granted, and the 
recipients thereof. Nor were there present in Canada the constitutional and 
sectional questions which so beclouded and confused the issue in the United 
States” (preface). 

\cxpy, F. W., editor. Mundy’s earning power of railroads, 1934. 29th issue. 

"(New York: Jas. H. Oliphant. 1934, Pp. 737.) 

Tore structures in the transit industry: a report of the Committee on Fare 

"Structures of the American Transit Association. (New York: Am. Transit 
Assoc. 1933. Pp. xxi, $25.) 

Freight commodity statistics: Class I steam railways in the United States, 
year ended December 31, 1933. Statement no. 34100 (Washington: Supt. 
Docs. 1934. Pp. 123. 80c.) 

{ yearbook of railroad information. 1934 ed. (New York: Com. on Pub. 
Relations of Eastern Railroads. 1984. Pp. 96.) 


Trade, Commerce, and Commercial Crises 


NEW BOOKS 


Gurrin, C. E. Principles of foreign trade. Rev. ed. (New York: Macmillan. 
1934. Pp. xii, 476. $3.) 

Professor Griffin has revised and enlarged the first edition of this book 
which was published ten years ago. The chapters on balance of trade and 
foreign exchange have been rewritten from stem to stern to give appropriate 
emphasis to recent developments in these fields. The author has brought the 
material of the first edition on recent foreign-trade tendencies down to date. 
Furthermore, he has added new chapters on the relation of government and 
foreign trade. 

Some ten or fifteen years ago there were two types of treatises on foreign 
trade available to student and business man. One was the purely theoretical 
treatment centered largely in the study of value in international trade. The 
other was represented by a group of books which were hardly more than 
manuals of export, and to a much lesser degree, import technique. The more 
recent volumes on foreign trade have tended merely to bring the two points 
of view under one cover but not into one unified treatment. Professor Griffin 
attempts to do the latter. He states in the preface: “The aim of this book, 
therefore, is to bring the teachings of accepted economic theory into the 
realm of business and governmental policy.”’ Considering the difficulties of 
such a task, we think he has done admirably. The volume holds close to 
fundamentals. Its argument is never superficial or wordy. Its scope is 
adequate, although some may desire more detail on export and import 
trading agencies. Its style is clear. Above all the book is teachable in an 
eminent degree. 

If the reader, like Benjamin M. Anderson, believes that “theory without 
facts is empty ; facts without theory are blind,” this book will appeal to him. 

Ravpu F. Breyer 
Rorxe, W. German commercial policy. (London: Longmans. 1934. Pp. viii, 
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Tay or, A. E. The balance of international payments of the United State 
in 1983. (Washington: Supt. Docs. 1934. Pp. xi, 102. 10c.) ’ 
New Zealand: statist report on trade and shipping in the Dominion of 
New Zealand, | Part I. (Wellington: Census and Statistics Office, 1934 
Pp. 346. £1.) 
The prospects of British trade with the Soviet Union. (London: London Uniy 
School of Slavon | East European Stud. 1934. 1s. 6d.) ’ 


Accounting, Business Methods, Investments 
and the Exchanges 


The Financial Poli Corporations. By AnTHUR Stone Dewine. 1934 
ed. (New Y Ronald. 1934. Pp. xviii, 1809. $10.00.) 

The first edition of this notable text appeared in 1919, though it was 
written when “. . . our country was engaged in war... ,” and this, the 
third revised edition, appears “. . . nearly twenty years later, when we 
are suffering from economic paralysis,” partly due to “. . . the policy 
of those in control of our central banking system who, in times of rising 
prices, refused to follow a politically unpopular course.” “To lift our- 
selves from this morass we have adopted a series of expedients which, 
if blindly persist: vill lead us disastrously far from the present capi- 
talistic economy.” Yet “ this book assumes not only the permanence, 
but the economic justification and the social sanction . . .” of that econ- 
omy, but it does 1 fail to take account of the changes in economic 
policy and financial edure. “Although this edition is called a revision, 
it is, in all important respects, a new book,” is a statement in which the 
author is substantially correct. 

The volume is still composed of six books, but there has been inserted 
a new book on “Valuation” between Book I, “Corporate securities,” and 
Book III, “Promotion,” while the final Book VI, “Investments,” is 
omitted from this edition. The index, previously ample, has been made 
more so. But the method of treatment which accounted for the popularity 
of the older editio1 etained in this, for there is the text proper with 
a style of exposit ng that is seldom equaled, and elaborate doct- 
mentation from wh ne may find citations to cases and practices in- 
volving the princi iborated in the text proper, references to the 
views and findings her writers and much bibliographical material. 
Portions of the for edition are evident throughout this one, but for 
the most part, the treatment of every topic has been recast with a care 
which greatly strengthens the work, so that it may be said to be a most 
effective treatment the subject and, certainly, from a pedagogical 
point of view, the | text available. Moreover, it is not a mere “com 
merce” text, for it s nto and is never far removed from underlying 


economic principles 
The expansion « ne chapter on valuation in the old edition ‘0 
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ur chapters in this, with emphasis on earning power as the final cri- 
»rion of value, is one of the outstanding achievements.of the author. 
in addition, the revision of Book IV, “Administration of income,” re- 
wals somewhat greater tolerance of the shortcomings of accounting, 
hough Dr. Dewing continues to regard it as “. . . a pragmatic science.” 
Reference should also be made to the expanded treatment of the public 
uiity holding company and the inclusion of material relating to its 
jfciencies. The old edition dealt only with its advantages. Finally, 
ie treatment of corporate reorganizations shows careful reconsideration 
vith brief treatment of the Bankruptcy act of 1933. Unfortunately the 
yok went to press without including material relating to the Corporate 
Bankruptcy act of 1934. 
E. A. Kincaip 
University of Virginia 


irbitration in the New Industrial Society. By Frances Kewtor. (New 
York: McGraw-Hill. 1934. Pp. x, 256. $2.00.) 


Industrial progress is a product of and is conditioned by economic 
goodwill. Economie goodwill is not a natural product of industrial life, 
but has come into being through nurture, cultivation, and some measure 
of control; it was part of the old order as much as the new and cannot 
be attributed to the National Industrial Recovery act, although this 
act undoubtedly helped to support economic goodwill when its future 
seemed uncertain, and is supposed to play the réle of conservator of the 
dements making up economic goodwill. 

The author points out that the greatest friend and protector of eco- 
nomic goodwill is arbitration which has the power to move goods held 
in bondage by controversy, to fix compensation or damages, to adjust 
claims, to settle strikes or lockouts, to maintain standards of behavior, 
to reconcile differences between government and industry, and to admin- 
ister justice in a self-governing industrial society. It is reasonable to 
believe that arbitration, which had been so successful in the past, would 
be equally potent in the present and in the future with the newly de- 
veloped government-business partnership. To show that this is so is the 
avowed purpose of this important volume. 

The evolution of commercial arbitration and its place in industrial 
self-government is clearly set forth. Collective action for self-govern- 
ment was secured through trade associations, many of which had de- 
veloped their own codes of ethics, declarations of trade principles, trade 
practices and methods as security against unfair competition. Under 
the Recovery act the trade associations were constituted quasi-govern- 
mental organizations, were placed under federal regulation and at the 
same time given power to initiate and administer law and regiment all 
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ippropriate codes. The personnel of the 
hanged, executives of the trade associa- 
as they become members of the code ay. 
iar with an industry, are put in posit 
itives of the other partners—labor 
Similarly, the activities of the trade associ- 
ng charged with responsibility for redyc- 
minimum rates of pay, relieving unen- 
irgaining, and general police work withiy 
irbitrary authority and power over the 

rs of the various industries have been 


sit 


iuthorities, which, made up largely of 
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.ccuser, investigator, inquisitor, judge, 
the former safeguard of an arbitration 
se of authority. 
ined great importance in the past, has 
For example, uniform contracts formerly 
ons but optional with members, are noe 
ode authorities, deviations being possible 
gvovernment. The fiat of code authorities 
ny necessity for arbitration. Nevertheless, 
nomic goodwill is essential to the success 
e, and proposes in such centers as New 
endent of each code authority, of a court 
range for adjustments and arbitrations 
ocedure. The court would be administered 
ppointed by the President, which in turn 
bureau to receive and hear all applica- 
nplaints, and (2) a court comprising con- 
practices divisions. There would also be 
sen by the Recovery Administration from 
uncertainty, indecision, and lack of con- 
odrdinating compliance proceedings and 
sary for real industrial self-government. 
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luction Cost as a Basis for Depreciation 
on. By Witiarp J. GRAHAM. ( Chicago: 
1934. Pp. vii, 95. $1.00.) 
iph is a clear-cut, well reasoned discussion 
problem of public-utility regulation, that 
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the valuation as a basis for depreciation. The argument centers upon the 
cia- wlative advantages of original cost and reproduction cost. He classifies 
au- oder these two designations ten different variations of the two funda- 
ons ntally opposing viewpoints. 

on- The essential thesis of the discussion is that use of reproduction cost 
oci- .tabilize returns to investors and service costs to consumers in terms 
luc- | purchasing power and, by thus keeping public utility prices in line 
em- ‘h other prices, will both insure justice to the interests involved and 
thin ntribute to economic stabilization. The proposed method of applica- 
the tion of reproduction cost is through the use of index numbers rather 
een than constant reappraisal. Index numbers of construction costs are 
r of recommended for this purpose rather than a general price index. It is 
ge, suggested that the ideal would perhaps be reappraisals within five or 


ten-year periods and adjustments by index numbers between appraisals. 
Professor Graham accepts the necessity of modifying the reproduction 
cost basis in such eases as those which involve out-of-date equipment. His 
basis for such modifications would be reproduction cost of service. How- 
ever, he would not hold rigidly even to this qualification, as for example 
is recognition that at times it may be desirable to include in the rate 
property which is neither used nor useful. In brief, his position is 


erly 
now 
sible 
ities 
less, t reproduction cost is not a perfect instrument but is the best avail- 
cess able working rule for public-utility regulation. 


New 
ourt 


‘The discussion of depreciation supplements the major topic and 
stresses the errors involved in substituting retirement accounting for 


tons depreciation accounting. In this it inevitably suffers from the fact that 
ered Professor Graham explicitly avoids the problem of choosing a method 


turn of calculating depreciation. Public-utility accounting shows the straight- 


line method at its worst. It should be remembered that public-utility 
regulation has been developed largely in the courts; and it is the practice 


of lawyers, if not the theory of the law, that a distortion of truth in one 


direction is to be met by an equal or, preferably, greater distortion in 
the opposite direction. Thus retirement accounting is a typical lawyer’s 


lica- 
con- 
10 be 
from 
con- 
and mswer to the inaccuracy of straight-line depreciation. So when Professor 
nent. 


Graham writes that “. .. practical considerations, including ease of com- 
12 


putations, probably justify the straight-line method” and elsewhere 
shows by tabulation. the depreciation of fixed assets of a normal plant 
to 50 per cent, his discussion will not carry the weight which it deserves 
for those who advocate substitution of retirement accounting for depreci- 
ation. He concedes too much to the argument that exact methods are 
complex and difficult to apply. Surely the goal of the accountant should 
not be simple methods which sacrifice accuracy but rather such a con- 
sistent use of correct methods that their application becomes a routine 
to be carried out by low cost clerical labor. 
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Professor Graham is not as aggressive as he 


al economic relations. He does not recommend 


\ 


reproduction cost values upon which deprecia- 
| a “regular” depreciation reserve is credited 
n cost, while depreciation expense is charged 
reproduction cost, and the difference js 
pecial” depreciation reserve. The defense of 
of simplicity is dubious. If he would apply 
ng the same standard of accuracy which he 
ccounting procedure would be consistent, the 
useful and he would be able to take the rate 
sheet instead of arriving at it by a round- 


iate that these somewhat critical comments do 
ts of the discussion. Since the logic of cir- 
1 us to an increasingly conscious or deliberate 
, we shall in the future be more and more de- 
yn of just such incisive analyses as this which 
nted. 
DR Scorr 


Profits. By Raymonp T. Bowman. Res. stud. 
Univ. of Pennsylvania Press. 1934. Pp. xvii, 


oncerned with the analysis of what certain 
ir servants in the accounting departments, 
.nnual statements for the years 1914-1928. 
xpectation that data gleaned from reports 
hich business accounts had to be adjusted to 


ofits taxes, and later the stock market plans of 


Era” would contribute much to our knowledge 
Despite the lack of similarity between the data 
economist has in mind when he theorizes about 
ion that some verification of profit theory 


-y distribution type of analysis was applied 
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ceptions, seemed to represent the central tendency of the various com- 
binations of ratios in the industrial distributions. The public utility dis- 
tributions had a central tendency in the range 4-6 per cent. 

The dispersion of the ratios was large when viewed apart from the 
general leptokurtice condition of the distributions. 

e majority of the distributions of ratios was skewed positively, that 
is, the distributions tailed off to the larger values. 

The distributions of ratios were generally more concentrated about 
their central tendencies than is true of the normal curve. It was pointed 
out by way of explanation that the prevalence of competition is respon- 
sible for this excess condition. The foregoing argument is weakened some- 
what by the behavior of the public utility ratios which exhibit the same 
tendency. Are we to believe that public utility earnings ratios also feel 
to the same extent as do the industrial ratios the effects of competition? 

Finally the curve type analysis disclosed that the distributions not 
only conformed to no one type of standard curve, but also, that they 
shibited a high degree of unreliability and instability. The distribution 
of earnings ratios did not clearly approximate either the normal distribu- 
tion of T'ype IIT. None of the Pearson type curves seemed to be appropri- 
ate for representing these empirical data. 

Dr. Bowman says, in conclusion, that the study fails to support the 
notion that profits are differential payments for business ability and/or 
business risk. Competitive factors within the industrial groups tend to 
result in the regression of earnings to a fairly representative average 
earnings ratio for all industry, which, by the way, seems to be largely 
free of profits. In short, profits tend to disappear. 

Firms change places in the array during the passage of time, but the 
disparity which exists between the ratios of the industrial group per- 
sts, because either new disturbing factors are constantly affecting busi- 
uess or the gains may be the result of monopolistic conditions prevailing 
at a given time. 

In the whole field of economic theory there is perhaps no more unfor- 
‘unate choice of a subject for quantitative investigation than that of 
profits. That particular matter is one regarded by the business man as 
veing peculiarly sacred and confidential and as a consequence the records 
have been designed to conceal as much or more than they reveal. It is to 
the credit of Dr. Bowman and his methods that the reactions to his tests 
of the data throw additional light on the nature of one kind of business 
records. Certainly any methods which make possible a discriminating 
thoice of data should be employed preliminary to elaborate time series 


analyses, E. B. Dave 
University of Kansas 
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The Depreciati tically Considered. By R. F. 
(London P P xu, 1438. 6s. ) cl 


The avowed } book is to “indicate the way in whic} 
economic analys ve some of the problems of deprec; 


ation.” In th , however, the author has failed state 
to make any slg » our understanding of the natu; ch 
of capital cood depreciation, either from the stand is 
point of the ec business accountant. pag 
App rently f juate ly familiar with many of t} gt 
tterials whicl ‘ecent years and which carry thy | 
liscussion of 1 nd depre ciation far beyond any use 
thing to be fo | ples of such materials are D pet 
prectat {hi {ccounting Problems, prepared bj “the 
the staff of the | sion of Wisconsin, the pamphlets 101 


issued by the h nission in connection with orders 
No. 14700 and yn of Public Utility Prop 

by H. E. Rig eciation and valuation in the 4 
count > rticles appearing from ti 
time 1 { red by J. P. Adams, Perry Mason, 
John Ba . tz Schmidt, J. C. Bonbright, L. R 


The author d isticated statement of the prob! IL} 
of depreciatio1 ceountant. Here the crucial as bt 
pect is not that ements but that of the ratio _ 
comp n process of measuring net ¢ - 

fic f se of the « nterprise which becaus P 
of lack of su n does not replace its plant ass ( 


sarv to deal with depreciat 
SVS i tic \ neern which is maintaining or 


panding its pl Further, the accumulation of sp 


funds of lid ent purposes is a business pract! 
rarely encou! expanding enterprises. The accu 
lati 1 of w fit and loss balances), it 1 
d, does 1 le for financing either replacements 
or ¢ ns 


Chap and “Depreciation and obsoles 
cence,” 1 of underlying concepts and prol 
lems. Chapt “Relation between durability and t! 
rate of « Depreciation funds and the rate of 1 

est.” Lhis 1 irt of the book but again th 
( col Chapter 5, very inappropri 
labeled “Dep firm,” deals loosely with depreciatio 
in rela to } ems to have little bearing on what 


has gone befor rned—so the chapter title says—¥" 
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te “Effects of joint stock organization on mobility of capital.” The 
oncluding chapter is a weak discussion of the “Annuity and sinking- 
‘und methods of computing depreciation.” 

The book contains a great number of loose and highly questionable 
¢atements such as “overheads are costs only in the long run, when the 
machinery has to be renewed” (page 4) ; “the capital value of this type 
fasset [patents] is obtained by capitalizing the expected future yield” 
(page 8) ; “the value of the capital equipment [referring to plant assets 
» general] is obtained-by capitalizing the value of the product at the 
competitive rate of interest” (page 9); “whether firms will be able to 
ines prices in order to maintain dividends will depend on whether com- 
petitors estimate the risks of obsolescence in the same way” (page 12) ; 
“he sum of the annual debits for depreciation [referring to the depreci- 
ation of a machine which cost £1,000] is only £795.05” (page 132). 

W. A. Paton 

University of Michigan 


NEW BOOKS 


Avoas, L. L. B. The coming American boom. (New York: Simon and Schus- 
ter. 1934. Pp. 85. $1.50.) 

Argues that, due to government spending and increase in bank demand 
leposits, inflation will bring about a stock market boom. 

G. S, and McCanop tess, J. W., editors. Handbook of association 
business administration. (New York: Association Press. 1934. Pp. 493.) 
Bivcuam, A. M, and Ropan, S., editors. Challenge to the New Deal. (New 

York: Faleon Press. 1934. Pp. x, 284. $2.50.) 

Brever, R. F. The marketing institution. (New York: McGraw-Hill. 1934. 
Pp. 365. $3.) 

Crom, W. L. The effect of size on corporate earnings and condition. Bus. res. 
stud, no. 8. (Boston: Harvard Univ. Grad. School of Bus. Admin. 1934. 
Pp. 82. $1.) 

Professor Crum finds that large companies make more satisfactory earn- 
ings than smaller companies, as based on statistics of income published by 
the Bureau of Internal Revenue for 1931. The study is therefore important 
as Showing the influence of size as a corporate factor. 

“This study embraces balance-sheet and income data for 381,088 corpora- 
tions for the year 19381. Figures are shown separately for the following di- 
visions: manufacture, trade, mining, construction, agriculture, public utili- 
ties, finance, and service; and data for the manufacture division are sub- 
divided into eleven groups, as follows: metals, foods, chemicals, textiles, 
printing, forest products, paper, tobacco, leather, stone and rubber. For each 
of these divisions and groups the information is subdivided into nine size 
classes ranging from corporations with total assets under $50,000 to cor- 
porations with total assets of $50,000,000 and over. In each division and 
group, furthermore, figures are shown separately for the corporations re- 
porting income for 1931 and for those reporting no income’”’ (publisher's 
notice). 

Ersovrne, E. T. Factory administration and cost accounts: a reference book 
of the principles and practice of industrial administration and costing for 
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present day ts. Students’ ed. (New York: Longmans, 199; 
Pp. 831. $10 

Faire HILD, F. R., ] E.S., Buc Kk, N.S. and Wue C. H. 4 descrip. 
tion of the ‘ New York: Macmillan. 1934. Pp. iii, 104, 50c. 

Fivene, L. ar W. L. Unfair trade practices: how to remor, 
them. (New Y i ver. 1934. Pp. xiii, 134. $1.50.) 

Fiynn, J. T. S lation: its economic effects. (New York: Har. 
court Brace xii, 332. $3.) 

Fowtxes, J. G s and practices of financial accounting for schools. 
(Milwaukee [. Hale. 1934. Pp. xvi, 238.) 

Freperick, J. H rial marketing. (New York: Prentice-Hall. 1934, 
Pp. xvii, 401 

“Various iarketing as it is carried on among industries are 
discussed, it iarket analysis, trade channels and middlemen, the 
marketing f ‘sonal salesmanship and advertising, matters of 
policy, mar! and the activities of trade associations. In order 
to make the itest value under the changing conditions of today, 
these subject ) far as possible, related to the National Industrial 
Recovery a rious codes of fair competition.” Chapter 17 treats 
of price-bas ls and Chapter 19, the costs of industrial marketing, 

GarLuarp, J. ] ndardization: its principles and application. (New 
York: Wils 

GaALLaGHuer, M nment rules industry: a study of the NRA. (New 
York: Oxfo Pp. 254. $2.) 
Gaur. E. H lepartment store merchandising. Michigan bus. 
stud., vol. v n Arbor: Univ. of Michigan. 1984. Pp. 83. $1.) 
Goong, K. M. J lvertising makes money! (New York: Harper. 1934. 
Pp. viii, 20 

Granam, B. a D. L. Security analysis: principles and technique. 
(New York: } vy-Hill. 1934. Pp. xi, 725. $4.) 

Hacker, L. M t history of the New Deal. (New York: Crofts. 1934. 
Pp. 151. $1 

Howe t, L. D ns in prices of cotton futures contracts. U.S. Dept. 
of Agric. té 123. (Washington: Supt. Docs. 1934. Pp. 21. 5c. 

Hutvey, C. .atics of finance: principles and problems. (New 
York: Mae 1. Pp. x, 306. $3.) 

The aut! book dealing with the application of mathematics to 
subject su nee should give careful thought to the amount of 
theoretical to be incorporated in the book. This is important 
if the book 1s a text in the particular field. If the treatment 
of the sul r involves the use of a relatively large amount of 
theoretical the student of average ability will have difficulty 
mastering p] On the other hand, a minimum of theoretical 
mathemati sary in order to demonstrate the logical basis for the 
application 11 principles, even though the book is intended 
to serve as n for a practical training in the particular field. The 
aim of the ld be to strike a happy medium between theoretical 
mathemat 11 applications. 

Mr. Hu ucceeded in striking the happy medium referred to 
above. TI -al features of this book which should appeal to 
those who mathematics of finance. The student of average aii) 
who has ha ileebra will have little difficulty in understanding & 


L 
L 
L 
L 
\ 
\ 
M 


7 1934] A ccounting, Business Methods, Investments, Exchanges 729 
rember 
course in mathematics of finance. The first three chapters, which deal with 
simple interest and simple discount, compound interest and present value 
at compound interest, and annuities, emphasize and present, in a clear and 
thorough manner, the principles which are fundamental to the rest of the 
course. The author makes frequent and effective use of illustrative prob- 
lems in explaining principles and demonstrating their application. There 
are other chapters on the following topics: sinking funds and amortization, 
valuation of bonds, special applications of the mathematical principles of 
fnance, and life insurance premiums. 

Problems, for the student to work, are given along with the discussions 
of the various topics in each chapter. In addition, there is a set of supple- 
mentary problems for each chapter in the back of the book. There are also 
eleven tables, including a table of six-place logarithms, taken from Glover's 
Tables of Applied Finance, Insurance, Statistics. 
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Jamison, C. L. Trading on the equity by industrial companies. Michigan bus. 


f today, stud., vol. vi, no. 8 (Ann Arbor: Univ. of Michigan. 1934. Pp. 50. $1.) 
dustrial Lins, E. The planned economy in soviet Russia. (Philadelphia: Dorrance. 
7 treats 1934. Pp. 193. $1.75.) 


rketing. 
n. (New 


Lannis, B. Y. Must the nation plan? A discussion of government programs. 
(New York: Association Press. 1984. Pp. x, 221. $2.) 

Lowery, D. Operating results of Ohio wholesale grocers—year 1933. (Co- 
lumbus: Ohio State Univ. Bur. of Bus. Res. 1934. Pp. viii, 60. 50c.) 

Lyans, C. K. and Brisco, N. A. Retail accounting. (New York: Prentice- 
Hall. 1934. Pp. xxii, 590. $5.) 

McNair, M. P. Chain store expenses and profits: an interim report for 1932. 


{. (New 


can bus. 
$1.) 


er. 1934. Bur. of Bus. Res. bull. no. 94. (Boston: Harvard Univ. Grad. School of 
Bus. Admin. 1934. Pp. viii, 82. $1.) 
schnique. Macer, J D., Arxins, W. E. and Srein, E. The natienal recovery program. 
Rev. ed. (New York: Crofts. 1934, Pp. 81. 50c.) 
ts. 1934. Meqver, G. Les legons du plan quinquennal. (Paris: Alcan. 1934. Pp. 252.) 
The author, while sympathetic toward the general aspiration of social- 
S. Dept. ism, was to begin with very sceptical concerning the possibility of their 
, 21. Be.) realization under the soviet régime; but his visit to Russia in the summer 


ns. (New of 1929 served to dissipate much of this scepticism concerning the Five 


Year Plan. The subsequent material] and cultural progress of Russia under 


atics to & the direction of a Plan have convinced the author that in the absence 
mount of ofa large-scale war the future of socialism in Russia is secure. 
mportant Monsieur Méquet supplements his concise yet fairly adequate presenta- 


treatment tion of quantitative data on the economic achievements of the Plan by an 


mount of account of the accompanying social transformations, both objective and 
difficulty ideological. He deplores the effort to accelerate the rate of progress beyond 
heoretical that prescribed in the original program. It made for delays and complica- 
is for the tions and imposed an undue lowering of the standard of material consump- 
- intended tion. In the latter connection, however, the author points to the tremendous 


field. The 


expansion of educational facilities and the increased benefits dispensed by 
heoretical 


the social welfare agencies, 

More important than the precise gauging of the “success” of the Plan, 
which would in any case depend on the coefficients attached to the respec- 
ie elements, is the enormously enhanced prestige of the Russian state 
both at home and abroad resulting from its undoubted achievements. The 
great lesson to be drawn from the Russian experiment by the other coun- 
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tries of the Occid regeneration waits upon their embracing 
some analogous s rational coérdination and control of their 
economic destinit 


Leo Rosin 


Meyer, C. H. The hat ge of analyzed and explained. 
(New York: Fr . Pp. 25 1. $2.50.) 
Munn, O. D. Tra r competition. (New York: Munn, 1934, 
Pp. 88. pl. 
NicHozs, J. P., ed re industry under the National Indus 
trial Recovery a f the chain store meeting held in Wash 
ington, D.C., o 1933. (New York: National Chain Store 
Assoc. 1933. Pp. 
Persons, W. M.G tation in business. (New York: Wiley. 
1934. Pp yA ; 
REEVEs, C. Al pro} pert methods, cost data and in 
structions, espe ppraisers for underwriters of home financ- 
ing, such as insur , banks, building and loan associations, title 
and mortgage rnmental agencies. (Buffalo: Holling 
Press. 1934. Pp 
Ricuserea, D. Cu ndustrial recovery. Speech arranged by 
the Washington September 5, 1934. (Washington: Eve 
ning Star. 1934. 
Rosey, R. Roose: New York: Harper. 1934. Pp. 163, 
D2. 
SanpBERG, L. J. 7 iltaneous selling and delivery in whol 
sale food distri 1. no. 7. (Boston: Harvard Univ. Grad. 
School of Bus. A v, 34. $1.) 
Sanpe_ers, T. H. Cc ntrol. 2nd ed. rev. (New York: McGraw- 
Hill. 19: p 
STANFOR New York: Appleton-Century. 1934. 
Pp. xxiii, 571. > 
TANENBAUM, I, | L. Common sense on common stocks. (New 
York: Covici I P ii, 332.) 
Wariace, S. C. 7 tion. (New York: Harper. 1934. Pp. x 
243. 
Warburg, J. P. J New York: Knopf. 1934. Pp. xiii, 207. $2 
Weaver, F. An a credit extension in Oklahoma. (Norman: 
Univ. of Okla! Pp. 29. 40c.) 
Wuitney, S. Ope ; under N.R.A. codes. Paper read before 
the Ohio Conf ins, May 4, 1934, Columbus, Ohio. (Co- er 
lumbus: Ohio S f Bus. Res. 19384. Pp. 11. 25c.) ! 
Wirninaton, L. O. W. The Securities Exchange act yf 
1934 analyzed News Bur. 1934. Pp. 66. 25c. ) 
Wit trust business. (Chicago: Author, 65 W. 
Ja 
Yocum... bution under N.R.A. codes. Paper re ad 
before the Oh fs sticians, May 4, 1934, Columbus, Ohio.§ \ 
(Columbus: QO} of Bus. Res. 1934. Pp. 28. 25c.) 
Yoper. D. and Da sion and recovery. (New York: McGraw- t 


Hill. 1934. Pp 


1934] Accounting, Business Methods, Investments, Exchanges 781 


[his little book presents a description of the present depression and the 

lled recovery program adopted to overcome it. In addition, there are 

na short statement of the nature of business cycles and an extremely 

but interesting appendix on the mathematical variables in equilibrium 
theory and in the analysis of crisis and depression. 

(he recovery program is classified, according to the purpose of any 

into either temporary expedients designed to preclude revolt 

-recovery devices and reforms. The purpose and accomplishment of each 

ire are discussed in an interesting and useful fashion. Such an analy- 

tly assists in grasping the meaning of the many measures and pro- 

: convenient summary. The reviewer believes that it would have been 

ble to have gone more fully into the indirect effects of the measures 

ened to relieve distress, since there is current argument that they may 

* important as a hindrance to recovery. 


Both the recession into the present depression and the recovery program 

“a discussed from three points of view: credit and prices, consumption, and 

Ie production, Although the authors recognize that such a scheme necessarily 

1 results in a certain artificiality, it assists in clarifying the material pre- 
sented, 

° \voidance of involved argument makes the book readable. The state- 


I of Persons’ measurable concept of business cycle phases (pp. 10-11) 
; . . . . . 
tes the difficulty involved in putting statistical concepts into popular 


m nguage. In a revision of the book it would be desirable to add dates in 

‘a les If and XI and to check the evidence for the statement made con- 

e- ning the rapidity of the decline of bank credit on pages 36 to 37. 

Evmer C, Bratt 

w- Business reference library. Vols. I-VI. New ed. (Chicago: Hertel. 1934. Pp. 

1536. $15.85.) 

84. sey and profits of variety chains in 1932. Bur. of Bus. Res. bull. no. 93. 
n: Harvard Univ. Grad. School of Bus. Admin. 1934. Pp. vi, 80. $1.) 

ew sof telephone company accounting: a training course text prepared 
loyees of the long lines department, American Telephone and Tele- 

a ph Company. (New York: Am, Tel. and Tel. 1933. Pp. 136.) 


's studies in securities. 8th issue. (New York: Jas. H. Oliphant. 1934. 
2 Pp. vill, 174.) 
an: @ hie) of the executive secretary of the Executive Council to the President, 
ist 29, 1934. (Washington: Supt. Docs. 1934. Pp. v, 48. 5c.) 
fore 9 Report written by Mr. Donald Richburg, dealing with the recovery pro- 
perating costs within a metropolitan community. Dom. commerce ser. 
t of _ho. 88. (Washington: Supt. Docs. 1934. 10c.) 
i low yield bond values. (Boston: Financial Pub. Co. 1934. Pp. 180. 


W. 

su should know about direct marketing: what farmers, ranchmen, 
read ns, shippers, packers say about livestock selling and buying. (Des 
Dhio. M : Assoe. to Maintain Freedom in Livestock Marketing. 1934. Pp. 
raw- WV) is t] 


VRA? A guide for study and discussion. (Washington: Supt. 
Docs, 1934. Pp. 29. 5c.) 
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Capital and Capitalistic Organization 


Business Organizati ud Combination. By Ricuarp N. Owens. (New 
York: Prentice-H 1934. Pp. xvi, 649. $5.00.) 

This is a competent elementary text along lines which have become 
conventional. Part 1 deals with non-corporate forms of business organi- 
zation, Part 2 with the corporation (including a chapter on invest- 
ment trusts), Part 3 the history and economics of the combination 
movement, Part 4 wit ethods of combination and Part 5 with the 
regulation of combi! s. The viewpoint is historical, and the peda- 
gogical devices of « s under numbered headings are supplemented 
by sketches of the ori | development of the forms of business organ- 
ization considered. A standing merit of the book is clarity of expres- 
sion, aided by the di of numerous sub-headings each of which sets 
forth concisely a proposition which the succeeding passages elaborate 
and qualify. 

The exposition of forms of business organization, representing as it 
does a compromise between adequate discussion of legal niceties on the 
one hand, and analysis of economic and financial aspects on the other, 
forms a difficult ex in institutional economics. Dr. Owens has per- 
formed it well. He voided the extreme over-simplification on the 
legal side which to leads the student to underestimate the com- 
plexities and contrad ns to be found in the cases, yet achieves def- 
niteness in enunciating prevailing rules of law, and pointing out their 
significance for the | man. The current literature of criticism 
and reform of the co ite device is adequately noticed, but the tone 
throughout is exposit ind judicial, rather than crusading. 

The treatment of ms of combination is as thorough as could be 
expected without detailed case material. A misleading impression 1s 
left, however, by tl itegorical statement that “the trust is illegal 

. . its illegality prevents its use.” While an earlier chapter deals with 
the Massachusetts T: n some detail, the student is entitled to a more 
explicit distinction between the uses of this device to operate a single 
enterprise and its u ; a form of combination. 

Because the public utility holding company finds a natural place in 
a work such as this, ; unfortunate that some brief sketch of the prob- 
lems of operating company regulation should not be included, if only to 
point the discussion g company control. There is much to be said 
against the prevalent custom of reserving public utility problems for 
special treatment. General students of corporation problems would prof- 
it by a text including this branch in a wide conspectus of the corporate 


form in action. In the book before us, the treatment of common la 
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regulation of combination and of state anti-trust laws might easily be 
abridged in favor of such an addition. 

The concluding chapter on the N.R.A. gives the impression of an 
sfterthought. The description of the Act and its provisions is perhaps 
unduly detailed, while much more specific and critical analysis of in- 
jvidual code provisions would be desirable. 

R. A. THresHer 

Massachusetts Institute of Technology 


NEW BOOKS 


Bap, E. G. Telephone rate making: judicial restrictions upon commission 
distribution of the telephone price burden. (Blanchester, Ohio: Brown 
Pub. Co. 1984. Pp. 201.) 

Bianpt, J. G. Maryland business corporations, 1783-1852. Johns Hopkins 
Uniy. stud. in hist. and pol. sci. (Baltimore: Johns Hopkins Press. 1934. 
Pp. 116.) 

ia B. Codes, cartels, national planning: the road to economic stability. 
(New York: McGraw-Hill. 1984. Pp. x, 418. $4.) 

Corey, L. The decline of American capitalism. (New York: Covici Friede. 
1934. Pp. viii, 622. $4.) 

Lescurr, J. Le nouveau régime corporatif italien (loi du 5 février, 1934): 
cartels et trusts. (Paris: Domat-Montchrestien. 1934. Pp. 110. 10 fr.) 

Pirwmer, A, International combines in modern industry. (New York: Pit- 
man. 1934, Pp. ix, 191. $2.50.) 

Vo.riceiti, A. Corporativismo e scienza giuridica. (Firenze: Sansoni. 1934. 
Pp. viii, 208. L.15.) 


Labor and Labor Organizations 


NEW BOOKS 


Avamic, L. Dynamite: the story of class violence in America. Rev. ed. (New 
York: Viking Press. 1934. Pp. xii, 495. $2.) 

A revision of the volume published in 1931. The “mild beginnings” of 
class violence go back to the Molly Maguires, and the history of class wars 
is continued to the present time. This revision contains an additional chapter 
covering events of the last three years. The author does not confine his 
narrative to violence incident to uprisings of labor, but describes certain 
radical or revolutionary movements, as, for example, those involved in the 
activities of Sacco and Vanzetti. 

Bocarpus, J. F, Industrial arbitration in the book and job printing industry 
of New York City. (Philadelphia: Univ. of Pennsylvania Library. 1934. 
Pp. 105. Gratis.) 

Cuzcwiwpen, T. S. and Myrpprn-Evans, G. The employment exchange serv- 
ice of Great Britain: an outline of the administration of placing and unem- 
ployment insurance. (New York: Industrial Relations Counselors. 1934. 
Pp. xiv, 310.) 

Curyney, A. S. The International Labor Organization. Foreign policy rep. 
vol. x, no. 9. (New York: Foreign Policy Assoc. 1934. 25c.) 
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the New Deal: a selected bibliography 
tion eriodicals. ( Berkeley: Univ. of trite 
Bur Pp. 58. 


I 


Da dingely satisfactory descripti n of Vacl 


lustry. Many will claim that th \ 


ous pro labor viewpoint. It gives, 
rning the position of labor in 
a ; +1, n of the existing labor standard 
A his statistics is that, if steel h: 
f standard for its workers, other 
dustries ha of the feudal organization of 
el, s fina ] conflict in 
indus \ S 
C. E. Warni 
n changing industry. (New York: Pren 
tice-Hall 
nnel management, is an attempt to 
de | n will enable modern business to : 
workers. owners. consumers and 
iwers. This. r. can only be accomplished by sti dy 
t] } ] nd industrial environment, and | 
ile participation. The book 
natenet the problems of labor management, w! 
nt in | forces, economic movements, 
psychol 
In d ‘rs in the attainment of maximum 
effici tion of annoyances, for other t 
ce 7 the job; and as our likes and d 
lil barrier interfering W 
1. Tllustrations of annoyances 
foctin thods of adjustment prescril 
ereat detail. 7 1 mav he estimated by his suggested 
for \ ful r ning radical college students to | 
chr nic | wi! 
Part 2 con upon the individual and the inf 
ence social | al organizations in adjusting 
in idual to - 1 explanations of un mployment 
- ; d pla worst effects are given. A dis | 
yn tl sionif m in produ ing the leadership and ; 
producti nt day is followed by a treatment 
thi ow Is resu ‘ve svstem. Various proposals for : 
changes. such N.R.A.. socialism and communism ar ae 
tre ated. 
1 
Part deals hor management and the methods o! 1 
overcoming lal benefit associations, company unio™: 4 
pre sharing, ym schemes and safety work 
described, and . evaluate them as aids to achieving 


184 
CuLVI lL) 
( I I 
Davis, H = 
Hora 
H 


1934] Labor and Labor Organizations 735 


The book contains a good deal of useful information, but also long and 
‘rite discussions of the obvious and commonplace. 


Puiuie Tarr 


_ J. Die Entwicklung der Lage der Arbeiterschaft in Europa und 
An , 1870-1933, (Basel: Philographischen Verlag. 1934. Pp. 70.) 

L., Parmer, G. L. and Wotrson, T. Labor and the N.R.A. 

New York: Affiliated Schools for Workers. 1934. Pp. 51.) 

_W. P. Foreign relations in British labour politics: a study of the 
formation of party attitudes on foreign affairs, and the application of po- 
litical pressure designed to influence government policy, 1900-1924. (Cam- 

: Harvard Univ. Press. 1934. Pp. xv, 253.) 

s H. L. The plight of the bituminous coal miner. (Philadelphia: Univ. 

Pennsylvania Press. 1984. Pp. xiv, 253. $3.) 

The sad story of the American soft coal miner is told again in this book. 
lr. Morris gives here the results of an intensive inquiry into the age dis- 
ribution, family status, housing situation, economic conditions, including 

rings, expenditures, unemployment, accident and sickness burdens, and 

tudes toward employers, unions, religion, machinery, and toward pos- 
improvements in the industry of 956 unemployed or part-time em- 

ved miners living in 52 scattered communities in Kentucky and West 
Virginia. There are 35 tables, nearly all of which deal with the 956 men 
studied, and there are also numerous illustrations. Comments of miners 

n various subjects were recorded and many of these are given verbatim. 
Several chapters present in summary form more general data. There is a 
short appendix in which England’s program for transferring her surplus 
miners is described. 

The data presented show, except in a few relatively unimportant matters, 
basie conditions that are fairly typical of all our soft coal mining industry. 
The study is valuable because it presents exceedingly detailed data covering 
early every aspect of a coal miner’s life for one section of the country. 

thus adds strength to the more general analyses that have already been 

le. Sociologists as well as economists will find useful the wealth of ma- 
ial presented, 

No cure-all for the ills of the industry is advocated by the author. The 

oblem of rehabilitating the coal miner is briefly discussed. Obviously, the 
permanent surplus of miners, estimated at about 200,000, should be elimi- 
ited as far as possible. This may be done by transfer to agriculture, to 
ther industries, and to special handicrafts. Those who remain should be 
protected by some restriction of mining personnel, which might be achieved 
through voluntary action of coal operators. Dr. Morris believes that the 
miner-farmer plan is specially feasible in the coal mining industry and that 
‘ts adoption would add appreciably to the security and well-being of the 

miner, 

Domenico GAGLIARDO 


. it. J. T., editor. The origins of the International Labor Orqanization. 
Vol. J. History. Vol. II. Documents. (New York: Columbia Univ. Press. 
1934. Pp. xviii, 497; xii, 592. $10.) 
Wuyre, W. H. Decasualization of dock labour, with special reference to the 
Port of Bristol. (Bristol: Univ. of Bristol. 1934. Pp. 132. 5s.) 

This book re sally develops, at least so far as dock labor is concerned, 
into an argument for unemployment insurance by industry instead of a 
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general systen rregularities of all industries are pooled, The 
author is ind ill writers upon unemployment must be) to Sir 
William Beverid the reports of several committees of inquiry on 
dock labor for | reneral plan of treatment and his main proposals, 

There are three pri :1 features in a program of decasualization. and 
Mr. Whyte sh they are closely intertwined. “Registration,” as an 
effort to contr t the number of men engaged in such work and ty 
insure their fit great progress during the war period and is now 
in operation ir t British ports except Glasgow. But its in 
adequacy as a iedy is shown in the continuance of large surplus:s, 
especially dur rolonged depression. “Reorganization” is the term 
used to cover a ts to improve the methods of hiring, such as limit. 
ing the number places,” establishing “surplus stands,” and setting 
up better mear nication over the entire district, so that supply 
and demand, wv h exist, can quickly and easily get together. This 
has made mu ress and has been greatly hindered by inertia, 
the perversity nature and habit on both sides, the relatively high 
ble, and particularly by the premium which 
the present a 1 of unemployment insurance in Great Britain 
seems to put u larity as opposed to regularization. By working two 
or three days k (any combination of six consecutive days will 
qualify) and a nemployment benefit for the remainder, a con 
siderable pro} the dockers get along fairly well according to 
their standard things are, and are not disposed to coéperate to the 
full in working efficient system. They are apt to be somewhat 
“choicy” in th seek, prefer piecework to time-work, shy away 
from disagreea ind wait for the longer jobs instead of taking 
odd jobs. Appa Mr. Whyte’s advocacy of the “special scheme” plan 
of performing | 1 feature of a decasualization program (“mainten- 
ance”) is insp ; much by a desire for efficiency in the industry 
as by one for r welfare of the dockers themselves. Ultimately 
he thinks the t t] ame. It is a pertinent question to ask whether 
he would expe nment subsidy to the unemployment funds to be 
continued on s ‘ter the specific plan is set up. Separate industrial 
plans have lor nitted under the unemployment insurance acts: 
but so far th t contribution of about one-quarter of the tote 
cost has evide nsidered sufficient to compensate for any inequali 
ties in burden suffered by the more stable industries under 
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Individual and collective bargaining in May, 1934. (New York: Nat. Indus- 
trial Conf. Board. 1934. Pp. x, 36.) 

International Labour Conference: employment of women on underground 
work in mines of all kinds. 19th sess., questionnaire ii. (Geneva: Internat. 
Labour Office. 1934. Pp. 12.) 

International Labour Conference: reduction of hours of work. Rep. 1, 2nd 
suppl. (Geneva: Internat. Labour Office. 1934. Pp. 43.) 

The I. L. O. yearbook, 1933. 4th year of issue. (Geneva: Internat. Labour 
Office. 1934. Pp. viii, 560. $3.) 

International survey of legal decisions on labour law, 1932..8th year. (Geneva: 
Internat. Labour Office. 1934. Pp. liii, 387. $2.) 

Labor fact book II. Prepared by Lasor Researcu Association. (New York: 
Internat. Pubs. 1984. Pp. 222. $2.) 

A continuation of Labor Fact Book, published in 1931. Among the topics 
discussed are: the economic crisis in the United States, capitalist program 
for the crisis, workers’ conditions in the crisis, workers’ organizations and 
struggles, the negro, farmers in the United States, fascism, preparing for 
imperialist war, the Soviet Union. 

Labor laws of twelve southern states. (New York: Nat. Consumers’ League, 
156 Fifth Ave. 1984. Pp. 16. 15c.) 


These charts show in comparable form the major provisions of labor 
laws and machinery for their administration in southern states. The analysis 
is made under the following headings: organization and appropriations of 
state departments of labor, child labor laws, limitation of hours and night 
work for women, workmen’s compensation, and provision for health, sanita- 
tion and safety. The summary was prepared by students of the senior 
seminar in economics, under the supervision of Miss Gladys Boone, associ- 
ate professor of economics at Sweet Briar College, Sweet Briar, Virginia. 
It clearly shows the backwardness of southern states in providing pro- 
tection for employees. For the most part the data are compiled from official 
documents, 

Labour statistics: twenty-first abstract of the United Kingdom (1919-1933 ). 
(London: H. M. Stationery Office. 1984. Pp. viii, 211. 3s. 6d.) 

National Labor Board: decisions of the National Labor Board, August, 1933- 
March, 1934. (Washington: Supt. Docs. 1934. Pp. 98. 10c.) 

Pacific Coast lonqshoremen’s strike of 1934. Statement of Thomas G. Plant, 
president of the Waterfront Employers Union of San Francisco, to the 
National Longshoremen’s Board, July 11, 1934. (San Francisco: Water- 
front Employers Union of San Francisco. 1934. Pp. 43.) 
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Principles of Money, Credit and Banking. By Roy L. Garis. (New 
York: Macmillan. 1984. Pp. xxi, 1056. $3.50.) 

. The large volume presents a fairly representative and well organ- 

wed text for courses in money and banking. The author seeks to pre- 

‘ent an accurate description and analysis of our monetary, credit, and 

banking problems, which will be understandable to both the student and 
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The Money Muddle. By James P. Warnurc. (New York: Knopf. 1934. 
Pp. 272. $2.00.) 
For such a simply and unpretentiously written book, Mr. Warburg’s 
Money Muddle is extraordinarily difficult to evaluate. In part, the ex- 
ition may be that the author has sought, innocently perhaps, to 
‘sarm his potentially most exacting critics. He describes himself, some- 
; modestly and at times with apparent relief, as being a “practical 
ker” and neither economist nor politician. A preliminary inquiry into 
“Money and prices” opens with the dicta that “. . . we are seeking 
oughout to avoid theory and stick to practice,” and “. . . we are 
+ concerned here with the so-called initiated or with their criticism.” 
Inevitably, though, Mr. Warburg indulges in prolonged excursions out- 


his sanctuary to delve in “theory” and brief detours to scourge 


nomists in much too general terms. His protestations by no means 
shield an economic illiteracy, which is additional justification for should- 
ering’ them aside, 
The Warburg star rises highest in the discussions of monetary pol- 
Causes with which the “learned brotherhood” are familiar and 
h they usually defend with enthusiasm are well sustained—uniform 
nking regulation, the gold-bullion standard, central bank codpera- 
. careful supervision of international lending and the dislodgment 
ernational trade and exchange barriers. Certain other curatives for 
muddle into which banking, currency and national credit have fallen 
ppeal as much; e.g., unemployment insurance, planning for public 
rks and improvement in taxing techniques. Whatever the direction 
social and economic philosophy may point, the reader will enjoy 
tching the struggle between the Warburg of the Right and the War- 
the near-Left. Loyalty to the principle of balanced budgets 
s with a temperate sentiment for relief and works expenditures; 
ock war-eries of individualism aimed at deposit guarantee, so- 


lization of banking, regimentation of investment processes and ex- 

imental monetary devices are muffled by the acclaim rendered, say, 
‘he equalization of wealth. Despite a strong affection for the tried and 

familiar, however, Mr. Warburg evidently achieves a happy measure 
llingness to admit adaptation to an inconstant environment. 


n The 


S not 
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realm he would term “theory” Mr. Warburg’s success is much 
able. His introductory chapters, “A bit of background,” are 
ntended to supply the layman with a tentative guidebook to the mys- 
teri sof banking, prices, saving and investment, in fact to all the essen- 
| phenomena of which a well-mixed money muddle is composed. Cap- 
‘lous criticism of this section would be undeserved. In subsequent chap- 
‘ers a number of sensible tenets are expounded, some of which econo- 


‘ too often neglect. For example, the indirect relation of gold and 
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“old-prices,” t] ce of bank money and its rate of turnover, 

maladjustments in industry, the relative 
unimportance of | ral price level and the difficulty of equitably 
relieving the debt |! re wisely, if not subtly, made manifest. On the 
other hand, M1 lamentably lacks the professional finesse 
necessary to cons his major position, that monetary policy js 
Good Samaritan of the depression. His touch in 
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{ American banking a substantial amount of refreshing, if not novel, 
information as to the sources of banking funds and their respective em- 
sloyments in the several fields of enterprise. Interspersed in the revealed 
ends are appraisals of their validity and, though not as frequently as 
the reviewer might wish, suggestive comparisons with the banking prac- 
ces of European countries, particularly those of Germany and England. 

There is room for debate with some of the conclusions of the author. 
The importance of real estate loans in the banking debacle may be ques- 
joned, especially as to national banks. Perhaps the impact of world 
forces on the tottering structure was more devastating than is here in- 
jicated. Nor is it likely that the desired degree of control by the Federal 
Reserve Board can be secured without increasing its statutory powers, 
particularly as they relate to the discount rate and open-market policies. 
The evaluation of the experiment of deposit insurance might be further 
qualified if more attention had been paid to the temporary features of 
that scheme. But, in the main, the picture is accurate despite a few 
erors of fact, such as: the failure to include St. Louis in the list of 
central reserve cities as of 1913 (page 8), the fact that certain state 
banks could engage in foreign trade financing prior to 1913 (page 111), 
an exaggerated estimate of the safety of funds administered by trust 
companies (page 129), the impression that small banks are universally 
vithout formal credit departments (page 180), the assumption that 
non-member banks are not generally required to maintain reserves (page 
246), and the obvious typographical error in designating the Federal Re- 
serve Board as composed of seven members (page 265). 

The author makes no attempt to elaborate banking theory or the 
relationships between banking policy and business fluctuations, but he 
expresses the belief that the reasons why “the American crisis has gained 
anything like its present size are to be found within the system, within 
‘he banking organization, within the men who managed that system, 
and within the spirit in which they were administering it” (page 241). 

Within the objectives outlined in the preface, the author has pre- 
ented for foreign readers a reasonably complete and sympathetically 
citical portrait of the heterogeneous collection of institutions com- 
nonly denoted as the American Banking System; for the American stu- 
lent, and especially for the writers of future textbooks on banking, 
there is the challenge to make a more comprehensive analysis of avail- 
able banking data and to renounce the hitherto over-complaisant at- 
titude towards existing institutional arrangements. 


Joun B. Wooster 
University of North Carolina 
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De Marco, A. De V. La funzione della banca. (Turin: Einaudi. 1934. Pp. 
111. L.12.) 

DevauaNn, W. E. Qualitative credit control. (New York: Columbia Univ. 
Press. 1933. Pp. 345. $3.) 

The thesis upon which Dr. Dunkman’s book is based is that credit con- 
trol has “remained an inherently quantitative concept” and that therein 
lies the explanation of its failure to attain satisfactory results. He rejects 
the theoretical basis upon which quantitative control rests and devotes Part 
» of his book to showing how quantitative control has been inadequate in 
practice. 

The criticisms of quantitative control are, first, that it is frequently 
very difficult for the central bank to make an increase in rates effeciive, 
and even when effective the result is to restrict the total quantity of credit 
and not to restrict the borrowing of individuals or industries whose prod- 

ts are not meeting the test of saleability. Debts of this type are not 
“cleared,” and the result may be a general breakdown of the credit struc- 
ture. Recovery from a depression through credit expansion he holds to be 
inconsistent since, if expansion can be controlled, there will be no price 

line to correct. Not only is it inconsistent but he believes it has proved 
to be futile in the United States. Owing to the organization of the English 

mey market, he concludes that “the Bank of England policy is to a 
large extent not a quantitative control of credit but a qualitative one.” 

In his analysis of the theoretical basis for credit control, the author 
holds that clearance of debts through the movement of goods into con- 
sumption, rather than the amount of gold reserve in a banking system, is 
the test of sound credit extension. Credit, once it has been extended, will 
circulate among business men but will ultimately be paid to individuals in 

ges or other costs of production. Business men must re-acquire this 

edit from individuals in payment for goods in order to liquidate their 
ts to the bank. Moreover, the goods must be sold on the price basis 
estimated at the time the credit came into being if the debts are to be 
ancelled. Failure of clearance to take place impairs the position of the 
lividual or of an industry and this, in turn, leaves the banks with frozen 
ms. The beginnings of business contraction he holds ‘“‘can always be 
traced to specific lines of activity.’ Hence, control must deal with proper 
extension of credit to an individual or industry rather than with total 
juantity, This is the basis upon which his case for qualitative control rests. 

Some of the author’s proposals appear to offer such practical difficulties 

nder existing industrial and banking organization that the reader is not 
surprised to have him frankly question whether qualitative control to the 
legree desired can be instituted in an “unplanned” economy. He concludes 
hat centralization of industry would make control easier and that “‘a uni- 

iorm banking policy would be obtained under a concentrated organization 


banking,” 


he author recognizes some possibility of better qualitative credit con- 
nder existing conditions, but has made no fundamental contribution 


} 


is point. He believes that, in bringing together the various aspects 
edit theory and control in a single volume, he may stimulate further 
ul researches which will contribute toward the solution of the practical 
roblems involved. 


H. H. Presron 
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New York: Macmillan. 1984. Pp. 204. $3.) 
theory, 1905-1933. Harvard econ. stud, 44. 


Press, 1934. Pp. xv, 462. $5.) 
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rage man. Adjusting life insurance plans to 
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smaller. Would not such a course have only hastened the fall of bond 
prices? 
Woop 


Krywatp, G. Das Leben der Erwartungs und Kreditwirtschaft. (Jena: 
Fischer. 1984. R.M. 4.80.) 

Lausert, E. Un parére de jurisprudence comparative. (1) Dettes contractées 
en monnaie étrangére, régles du droit international sur leur paiement; (2) 
Le réle de la clause compromissoire dans les marchés du commerce interna- 
tional. (Paris: Marcel Giard. 1934, Pp. xl, 221.) 


For many years the pound and the dollar were considered the equivalent 
of gold in stability and were therefore widely used in the settlement of 
commercial transactions between other countries and even between parties 
within these other countries. The sudden abandonment of the gold standard 
by Britain and the United States left foreigners holding sterling and dollar 
hills of exchange which at maturity were worth less than the expected par. 
These losses were unfortunate, but according to accepted legal precedent 
creditors had no recourse unless their contracts had contained explicit gold 
clanses or their equivalent. 

However, in June, 1933, the German supreme court upheld an inferior 
court in a decision which while not entirely clear was generally interpreted 
to mean that contracts made in Germany between German individuals or 
firms really intended payment to be in marks even though payment was 
specified and executed in foreign currencies. Therefore, if a creditor ac- 
cepted in payment of a debt a bill of exchange and held it to maturity only 
to find it then depreciated, he might compel the debtor to convert the draft 
into marks at the rate of exchange prevailing at the time it was originally 
transferred to the creditor. 

The Russian foreign trade agency in Germany had made numerous pur- 
chases from German firms under the terms of the trade agreement of Oc- 
tober, 1925, and at their request had made payment in pound or dollar 
exchange. Following this court decision, the Russians became apprehen- 
sive concerning the possible application of the new ruling to their drafts 
and therefore requested legal advice on the matter. 

The present volume comprises the answers of Professor Lambert to two 
questions: (1) In the absence of a formal clause to that effect, does the 
creditor have the right to demand (under the circumstances described 
above) conversion of bills of exchange at the rate existing when the bills 
were accepted in payment instead of the rate at maturity? (2) Does such 
a question fall within the field of arbitration envisaged in the Russo- 
German trade agreement? 

Professor Lambert’s answer to the first question is a vigorous negative 
based upon an analysis of commercial law, civil law, contract law, and the 
doctrines arising from the German court decisions following the collapse 
of the mark and conversion into reichsmarks in 1924 when certain revalua- 
tions had been ordered. The second question is also answered in the nega- 
tive on the grounds that the controversy would not relate to the interpreta- 
tion of a specific contract of sale or the execution of a definite order. The 
question is one of social policy, the author contends, and is therefore within 
the authority of a legislature or judicial system, not an arbitral board. A 
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1LR.8780, 73rd Congress, 2nd session” (p. 177). Decidedly popular in 
nature, the book is significant because of its support of proposed congres- 
sional legislation. 

Lombard believes that the realization of the ‘maximum increment of 
ods, services, and human satisfactions . . . is dependent upon the proper 
tunel oning of the machinery provided for carrying out . . . ‘equitable 
jstribution’ ’’ (p. 18). Comparing the spending of money to the casting 
votes, he declares that voting with money is “society’s mechanism for 

termining the rewards to be paid for thinking and doing” (pp. 14-15). 
Stating that “monetary statesmanship must see to it that nothing enters 
‘) interfere with the honest and efficient functioning of the voting system 

that is, the monetary system” (p. 15), he concludes that the achieve- 
ment of an “equitable distribution of the proceeds of industry .. . resolves 
iself largely into a problem of how to assure the functioning of a stable 
monetary system” (p. 15)—a system stable in the sense that money “should 
always purchase the same average amount of things, day in and day out, 
month in and month out, year in and year out” (p. 25). 

The “essence”’ of the “stabilization” of the “purchasing power” of money 
sthe “principle of balance”—a balance that must be carefully maintained 
between the needs of business, on the one hand, and the effective supply 

money ...on the other” (p. 69). This objective is to be attained through 

ntrol of the volume of money and money-like instruments” (p. 73). 
He argues that the federal reserve system can regulate the “volume of 
central hank credit outstanding and, hence, the amount of money and 
general credit in use”’ through (1) open-market operations; (2) variations 

f rediscount rates; (3) direct contact with commercial banks; and (4) 

lding public and business opinion through public announcements (p. 

He recommends, among other things, that ‘“‘the federal reserve system 

ild be so reorganized that the twelve existing federal reserve banks and 

ir branches will become so many branches of one federal reserve bank 
fthe United States, managed and operated by one central board” located 

n Washington, D.C. (p. 174). He also makes recommendations designed 

improve the management of the federal reserve system. 

Believing that prices ought to be stabilized at a higher level] than the 
present one, he recommends that the “normal . . . level of prices should 
he determined by calculating the weighted average of the levels at which 
existing debts were contracted. This will yield . . . the level of maximum 

juity” (p. 44). He finds complete harmony between this objective and 
the attainment of the ‘“‘maximum increment of goods, services, and human 
sfactions” under a stable price level. 

Conceding that the “monetary system cannot be blamed”’ for all economic 
aladjustments, he states that he is concerned “only with the degree to 
hich it is clearly at fault” (p. 15). Since he has failed to show, however, 

t price level fluctuations are solely the result of instability within the 
honetary system, his statement is not convincing that he has confined his 
nquiry to the defects of the monetary system. On the contrary, it appears 
iat he is trying to correct, through manipulation of the monetary system, 
maladjustments arising not only from monetary factors but from non- 
nonetary factors as well. Perhaps the difficulties involved in stabilizing 
price levels may be overcome more effectively if efforts are aimed directly 
* non-monetary, as well as at monetary, factors of instability. Apparently 
“ls point of view has not received the approval of Lombard. 

Lombard’s analysis does not always appear to be consistent. For example, 
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he admits on 146 that monetary nationalism, to the extent tha - 
foreign excha1 ites are unstable, may render the conduct of foreioy Reg 
trade “slightly n ficult than otherwise” ; but he denies in a note at the . 
top of p. 153 that “monetary nationalism . . . prevent(s) the free flow of ther 
goods” in inter? nal trade. “Tariffs and embargoes, not monetary “ 
standards. are t diments to such a free flow” (note, p. 153), , and 
Parallel col ations from numerous other writers on monetary piet 
problems are : feature of the book. . - 
Raymonp H. Lounssury 
toi 
Morcan-Wess, | ‘he rise and fall of the gold standard. (New York: yea 
Macmillan. 19: 7. $1.50.) nat 
Nevins, A. Hist Bank of New York and Trust Company, 178} to dev 
1934. (New Y Bank of N. Y. and Trust Co. 1984. Pp. 156.) pre 
von R. Der volkswirtschaftliche Kreditfonds: Versuch Ear 
einer Losung problems. (Berlin: Carl Heymanns. 1934. Pp. 214. rea 
R.M. 12.) “a 
Rurener, L. A. M banking in the United States. (Boston: Hough- his 
ton Mifflin. 1934 cv, 788. $3.50.) day 
Van DILuEN, J. G tor. History of the principal public banks. (The the 
Hague: Marti Nijhoff. 1934. Pp. xii, 480. Gld. 14.) in! 
The book co vo parts: I. Twelve historical essays on the banks : 
of ten countri lifferent authors. The banks covered are those of 8 
Spain, Genoa, \ rdam, Hamburg, Sweden, Ergland, France, . 
Poland, and | [he essays are collected by Dr. Van Dillen in his§ wh 
capacity of se the International Committee for the Study of the a 

History of Ban! 1 Credit and he himself contributes one of the 
essays, on the B Amsterdam. II. Eleven elaborate bibliographies Tes 
of the history of ng in eleven countries by eleven different authors, U1 
only three of w » among the eleven essayists. The essays occupy Tu 
352 of the 480 [he preface is written by Dr. Henri Hauser, presi- " 
dent of the Cor nd he also directed the preparation of the bibliog- 35 
raphy of Frencl ng. Five of the essays and six of the bibliographies The 
are in French; tw essays and one of the bibliographies are in Ger- th 
man; four of tl 1 three of the bibliographies are in English; and Ban! 
one of the bibli in Italian. fi 
As a result nication from Hauser to the Congress of His- P 
torical Scienc: t Oslo a few years ago it was decided to create Com 
a special inter mittee on the history of banking and credit R 
from the sixte ») the eighteenth centuries, inclusive. The committee Gola 
consists of Hi: H - (Paris), J. G. Van Dillen (Amsterdam), B. S. 6 

Clepner (Brusss |. H. Clapham (Cambridge), E. F. Heckscher 
(Stockholm), J. | her (Leningrad), J. A. Rubio (Seville), J. Rut- 4 
kowski (Posen \. Sapori (Florence), and H. Sieveking (Hamburg); “ 
and these men ntributed an essay or bibliography, or both. The} m4 
essays and bib! ; bound in this volume are the ones presented #t : 
the meeting of neress at Warsaw in August, 1933. Regret is ex- 
pressed by Ha t the Committee’s efforts to get American collabors- . 
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credit on the parent countries might prove interesting and important. 
Regret is also expressed for the want of an essay on Swiss banking. 

Great emphasis is put by the Committee on the bibliographies, making 
hem fairly adequate tools of future workers in the field. The bibliographies 
sre not uniform in composition, nor is it pretended that they are complete 
snd final; but Hauser is certain that each bibliography is the most com- 
plete ever assembled and that certain parts, at least, of the history of public 
hanks are more completely elucidated in these essays than ever before. 

Each essay is a meticulous intensive study and is well documented from 
original sources, some of which have never been examined and cited here- 
tofore. Professor R. D. Richards, who writes the essay on “The first fifty 
vears of the Bank of England,” complains that “in a short article of this 
nature it has only been possible to present an outline of the Bank’s early 
development” and he hopes “‘at an early date, to expand the material here 
presented into a volume on English banking history in continuation” of his 
Early History of Banking in England. Similarly Paul Harsin asks his 
readers to consider his essay on “La banque et le systéme de Law’ not as 
“s complete and exact statement of known information about John Law and 
his system,” but as “an outline of a work which he hopes to complete some 
day” on the subject. This sort of apology by so many of the authors for 
the brevity and incompleteness of their essays assures one that there is 
in mind and in preparation a grand history of banks and credit which will 
be most welcome indeed to the students of economic and financial history ; 
and to the extent that this undertaking by eminent economic historians has 
been inspired and fostered by the International Committee for the Study 
of the History of Banking and Credit the world of scholarship will be 
eternally indebted to it. 

Ray B. Westerrieip 


Weaver, F. An analysis of retail credit extension in Oklahoma. (Norman: 
Univ. of Oklahoma Press. 1934. Pp. 29. 40c.) 

Wuuis, H. P. and Cuapman, J. M. The banking situation: post-war prob- 
lems and developments. (New York: Columbia Univ. Press. Pp. xxvi, 924. 
$5.) 

The American investor and the new dollar: a discussion of gold, inflation and 
the public debt. (New York: Young and Ottley. 1934. Pp. 26.) 

Fonking and the New Deal: a discussion of the New Deal philosophy, par- 
ticularly in its relation to banking. (New York: Am. Inst. of Banking. 1933. 
Pp, 238.) 

Commercial banks, 1925-1933. (Berlin: Carl Heymanns. 1934. Pp. 330. 
R.M. 8.) 


Gold. By the editors of The Times. (London: The Times. 1934. Pp. xii, 238. 
6s. 9d.) 

Gold is examined as a monetary symbol, as a means of adornment, as 
the raw material for skilled arts and crafts, as a recurrent theme in the 
literature of the ages, as the causation of enormous expenditures of capital 
in jungle, mountain, desert or tundra, and as the goad behind rapid migra- 
tions of hordes numbering millions (p. 83). 

Professor Gregory traces the course of gold production, prices, eco- 
tomie well-being, and political opinion during the past century, and con- 
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international gold standard, despite 
estoration is “depressing” (p. 39), Si 
ry gold stocks,” presents detailed sta. 
nferences therefrom, and closes with » 
offset the present “inordinately hich 
Professor Robbins in “Paper systems” 
with Herbert Hoover in maintaining that 
is not more money, more state control. 
ence.” Hartley Withers in “Aspects of 
breakdown of that standard not to an, 
xcessive debts, nationalism and political 
i funds”’ (p. 230). Donald Kitchin in pre- 
rt” is continuing the work of his late 
nks of the very existence of their art of 
Although terming ‘stable prices” , 
phrase that “the trade cycle is a myth. 


pressions are as much “psychological” as 


be tempting to discuss: the conspiracy 
roldsmiths to ruin the budding Bank of 
ince of Newton’s devaluation of the guinea 
practical benefits consequent upon inter 
p. 49); the aeroplane’s revolutionization 
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on of the Royal Mint Refinery by th 
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present volume in the judgment of the reviewer is a noteworthy contri- 
pution in meeting this need. 

{The book discusses various trade policies of a retaliatory nature de- 
veloped in foreign countries against the United States since the passage 
of the Hawley-Smoot Tariff act. This act, according to the author, 
yccasioned “more comment, more controversy, more vituperation in the 
national as well as in the international sphere than any other tariff meas- 
ure in history.” The repercussions of this act are seen in foreign dis- 
criminations against American exports, changes in the general com- 
mercial policies of the principal trading nations of the world, and in 
the fatal undermining of the principles upon which American commer- 
cial treaty-making is based. The author discusses at length the with- 
lrawal from the United States of the most-favored nation treatment 
by Spain, Italy’s switching of imports from American products to 
those of other lands, Switzerland’s boycott of American commodities, 
the workings of the French customs-quota system, the mutilation of 
America’s billion-dollar market in Canada, and Great Britain’s definite 
adoption of the policy of protection. 

In treating the question of a new American commercial policy the 
assumption that the United States is at present geared to a national 
economy and that internationalism is a policy requiring sweeping funda- 
mental changes is very properly criticized. As Walter Lippmann has 
pointed out, this country is already on an international economic basis. 
If we accept the premise of a self-contained nation, we must be pre- 
pared to accept the fact that a considerable part of the country’s capi- 
tal investment has been misdirected and will have to be written off and 
that the occupations of millions of inhabitants must be altered. 

The writer makes out a good case for his contention that the high 
autonomous tariff policy of the United States has been one of the chief 
causes of the decay of the unconditional most-favored-nation clause. 
This clause served well only when tariffs were constructed at reasonable 
levels and with regard for the position of the various countries in the 
international financial structure. The conclusion reached is that this 
country must abandon its autonomous tariff for a conventional one. We 
have come to a diplomatic impasse in our relations with practically every 
important trading country of the world; our autonomous tariff, irre- 
ducible by agreement, has become incompatible with the new conception of 
the “abuse of rights” by a sovereign state; and the serious task of tar- 
‘making for a nation as a whole should devolve upon governmental 
experts who have as a basis of action the best information as to home and 
foreign markets. 

The advocacy of a conventional tariff and the delegation of tariff- 
making to governmental experts is a logical proposal in the present sit- 
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Dewey, D. R. Financial history of the United States. 12th ed. (New York: 
Longmans. 1934, Pp, xxxviii, 600. $3.) 
This edition extends the narrative from 19381 to 1934. 
faeperic, A. and tax trends. (Washington: National League of 
Women Voters. 1984. Pp. vi, 144. 50c.) 
Hac, R. M. and Suoup, C. The sales tax in the American states. (New York: 
Columbia Univ. Press. 1984. Pp. xxv, 838. $4.50.) 


A tax upon sales is a device comparatively new in the revenue systems 
of the American states. Many countries of Europe and elsewhere, because 
of the exigencies of the war and post-war finances, have resorted to taxes 
upon different types of sales to replenish treasuries rapidly approaching 
exhaustion. American students have, of course, been interested in this 
movement, but, with the exception of a few studies such as Shoup’s The 
Sales Tax in France, our interest has been largely of an a posteriori nature. 
We have discussed the sales tax from the standpoints of justice, shiftability, 
elect upon business in general and upon different types of business, ad- 
ministrative difficulties, etc.; we have done this with little actual contact 
with the workings of such a tax. 

Today the situation is very different. The depletion of the treasuries 
of the states because of the shrinkage of receipts from accustomed sources 
and because of additional demands for relief purposes, has led those in 
authority to seek new sources of revenue. Prominent among these new 
sources has been some form of sales tax. Its adoption has been rapid until 
at present more than one-half of the American states use some form of 
sales tax in the revenue system. 

It is this use of the sales tax with which the volume before us is con- 
cerned. Financed by the Rockefeller Foundation, the research staff was 
suiliciently large to accomplish much field investigation in a comparatively 
short period of time. The results as set forth should be of interest and 
value both to the tax administrator and to the student of tax problems. The 
thoroughness which characterizes the work is indicated by the following 
parts into which the book is divided and by some of the topics discussed 
under each: Part I, “Summary and findings.” (1) “The sales tax move- 
ment of 1929-383"; (2) “Reaction of taxpayers to the sales tax’; (3) 
“Legal problems in state sales taxation”; (4) “Evaluation of state sales 
tax as a fiscal measure.” Part II, ““The sales tax in several states,” in which 
is discussed the problems of many individual states. Part III, “A statistical 
study of the reaction of taxpayers to the sales tax.” Part IV, “Legal issues 
in state sales taxation,” in which is discussed persons taxable, measure of 
the tax, and exemptions. 

The writers are aware that they have studied a system of taxation new 
to American states and one which is being used, presumably, as an emer- 
gency measure. One can only conjecture as to how different might be the 
operations should it become “an old tax” imbedded as a regular part of 
revenue systems. The conclusions drawn, nevertheless, are interesting and 
one wonders whether they would change over the course of years should 
the tax continue. They are: “The results of the present study have caused 
him [the writer] to favor the tax even less than before, chiefly because 
of the indications found with respect to the distribution of its burden. As 
an emergency source of revenue the tax has the undeniable advantage of 
yielding a certain amount of money, quickly; but it is not the only tax 
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possessing this ue. It should not be difficult for the professional student 
though removed from the immediate arena of contest, to sympathize with 
the actions of | tors and others in many states who have been trapped 
by constitutional iitations on the taxing power and by the threats o; 
articulate and powerful groups who would be injured by resort to forms 
of emergency revel ther than the sales tax. Nevertheless, in the writer's 
opinion, the sales tax as an emergency form of revenue, and certainly a; 
a permanent pal f any state's tax system, marks an unnecessary ‘and 
backward step in taxation.” . 


M. H. 


Hernpon, J. G., Jr. Your new income taz: the present federal income taz 
law, illustrated at plained. (Philadelphia: Winston. 1934, Pp. xiv, 224.) 

Huston, J. W., cot l'ax laws, compiled and annotated, issued by Illinois 
State Tax Com ion. (Chicago: Kallis. 1934. Pp. 582.) 

McCourt, A. G. United States customs encyclopedia: authentic tariffs, cus- 
toms regulations, port and export procedure. (New York: Adams and 


Grace. 1934. Pp. xx, 356. 
Perers, H. E. The foreign debt of the Argentine Republic. (Baltimore: 


Johns Hopkins Press. 1934. Pp. ix, 186. $2.) 

Sry, J. F. and Su an, G. A. Tax limitation in West Virginia: relief to 
the farm and home. Pub. affairs bull. no. 8. (Morgantown, W.Va.: West 
Virginia Univ. 1934. Pp. 42. Gratis.) 

Storm, W. B. and S um, H. C. Taxes and tazation. (Bloomington, IIl.: Me- 


Knight. 1983. P| 
Vaxit, C. N. and Munsui, M. C, Industrial policy of India, with special 


reference to customs tariff. (Calcutta: Longmans, 1934. Pp. xii, 271. Rs. 
5.) 

Waxuace, G. E. Minnesota income taz law: act of 1933, comments and teat. 
(Minneapolis: A. H. Maas. 1933. Pp. 75. $1.50.) 

Warson, J. P. The real estate tax in Pittsburgh. (Pittsburgh: Univ. of 
Pittsburgh Bur. of Bus. Res. 19384. Pp. 108. $1.) 

This little monograph reports an attempt to analyze the Pittsburgh real 
estate tax from the point of view of its general significance in the local 
economic situation. The ninety pages of text include chapters dealing with 
the city real estate rates, the assessed valuation of taxable real estate, the 
yield and budgetary significance of the city real estate tax, the growth of 
real estate tax collections, and the recent history of delinquency. There is 
general, rather extensive summary and an appendix analyzing non-revenue 
receipts and miscellaneous revenue receipts; but there is no index. The 
study is important not only because it attacks the local tax problem from 
an unusual angle but also because the plan of real estate taxation in Pitts- 
burgh is unique f large American city. Since 1914, Pittsburgh has gradu- 
ally reduced the city (but not the county or school) levy on buildings to 
one-half the rates on land values. Mr. Watson examines the results of this 
policy with some care and arrives at the conclusion (p. 33) that the graded 
tax “tends more or less to defeat itself.” There is, he thinks, strong proba- 
bility (p. 85) that the tax differential “has been capitalized and that the 
resulting higher building valuation has at least in part offset the favorable 
rate differential on buildings.’ While the tabulations and figures throughout 


the neat volume are attractively presented and the economic theorizing 
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seems generally sound, the style is a little cumbersome; and repetitions are 
, trifle disconcerting. 

The omissions from this report, as indeed the author suggests (p. 5), 
sre numerous. There is no attempt to measure the actual tax rates, the 
effectiveness of assessments, or the relationship between levies and the 
services provided by the municipality; there is little appeal to the ex- 
perience of other cities, though at some points such comparative data would 
be revealing; there is no analysis of delinquency to determine causes and 
thereby discover possible remedies; and there is no consideration of the 
economic consequences of the dual assessment and multiple collection sys- 
tem which exists in Allegheny County. 

James W. Martin 


American federal tax reports: a convenient collection of unabridged court de- 


cisions from every American court—state and federal—that has had before 
it problems arising under the federal tax laws. Vol. 12. Table of cases, 
cross-reference table and index covering volumes 1-12. (New York: Pren- 
tice-Hall. 1934. Pp. v, 1673.) 

193} federal income tax accounting. (Chicago: Walton. 1934.) 

Financial problems in Arizona: a discussion of income and expenditures in 
state, county, and local governments. (Tucson: Univ. of Arizona. 1934. 
Pp. 11. 

‘bade the cost of municipal government in Massachusetts. 27th an- 
nual rep. on the statistics of municipal finances for city and town fiscal 
years ending between November 30, 1932, and January 31, 1933. Pub. doc. 
no. 79. (Boston: State House. 1934. Pp. xxvii, 299.) 

New provisions of the Revenue act of 1934: tax rate tables and an alphabeti- 
cally arranged summary of the changes effected by the new law. (Chicago: 
Commerce Clearing House. 1934. Pp. 40.) 

Regulations 84, relating to the tax on cotton ginning under the Cotton Con- 
trol act. (Washington: Supt. Docs. 1934. Pp. 41. 5c.) 

Report of the Governor’s School Survey Commission. Vol. I. School costs 
and economies in the state of New Jersey. Vol. II. Reconstruction of the 
system of public school support in the state of New Jersey. (Trenton: 
State House. 1933. Pp. xi, 68; xiii, 156.) 

The serious plight of the public schools, as a result of the rapid shrink- 
age of public revenue, induced the New Jersey State Teachers Associa- 
tion to offer to finance an impartial fact-finding survey of New Jersey’s 
educational system for the purpose of defining an essential program of 
modern education and determining an appropriate means of financial sup- 
port. Governor Moore was asked to appoint a commission for the purpose, 
which in turn employed Dr. Paul R. Mort of Teachers College, Columbia 
University to direct the research, and Dr. Harley L. Lutz of Princeton 
University as adviser on taxation. 

Volume I presents a summary picture of existing school costs and pos- 
sible economies in the operation of the public schools. The total cost of 
education for the year 1931-1982 is placed at $115,875,079 which repre- 
sents a sevenfold increase since 1910. The charge that education repre- 
sents an unjustifiable increase over other governmental costs is refuted 

by disclosure of an eightfold increase in the latter during the same pe- 

tiod. Mandatory legislation requiring certain types of special classes, 
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accept five-year old children, and the tenure law 

as limiting possible economies. Modification of 
spects, or an increase in the teacher load are sug- 
lies. Many substantial economies may be ex. 
ficient plant operation, building construction, and 


ls specifically with the reconstruction of the sys- 
The chief weakness of public school finance 
nr nee upon the general property tax for sup- 


the bulk of all other governmental activities js sup- 


T he property tax accounts for 86.34 per cent 
tax revenues. Thus there is a decided lack of 
inancial strobes in depression times, and a lack 
need for change in the educational programs in 
contributes sheut $2 1,000,000 to the support of 
<ewise is obtained from the general property tax, 
to collect taxes locally, they are unable to re- 
have been used to equalize educational oppor- 
ymends the immediate abandonment of the pres- 
schools, which in fact is essentially a county 
roposes some other form of state tax be devised 
ng the existing 4.75 mills district school tax to 
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sketches the influence of neo-Malthusian leaders from Place to Drysdale; 
in Part 2 he traces the growth of the English and American neo-Malthu- 
jan movements and summarizes the findings of the nine international neo- 
\althusian conferences held in the present century; in Part 3 he deals 
with the organizational set-up of the various English and American pro- 
birth control associations and with the réle of clinics; in Part 4 he deals 
with the changing legal status of birth control in the United States and 
England and with some of the efforts to change that status. In appendices 
scattered throughout the book the author treats the neo-Malthusian move- 
ment in sixteen non-Anglo-Saxon countries, the legal status of steriliza- 
tion in Anglo-Saxon countries, interrelations of the birth control and sterili- 
zation movements, Nazi laws relative to the sterilization of the hereditarily 
diseased and of habitual criminals, the work of German matrimonial and 
sexual consultation bureaus, and the juridical status of abortion in Ger- 
many as of 1927. A bibliography of English, American, French, and Ger- 
man works on birth control is included. 

While M. Chachuat’s work is an excellent survey, particularly for read- 
ers unfamiliar with the history of the birth-control movement during the 
past half century, it is in no sense comparable with the numerous fine, 
critical studies of Norman Himes, the leading American authority. M. 
Chachuat makes much use of Dr. Himes’s studies. In his concluding chap- 
ter the author apparently subscribes to the untenable view that the de- 
clining birth rate will necessarily increase the relative amount of unem- 
ployment. 

Joseru J. SpeNGLER 


Lantaw, W., editor. Population of the City of New York, 1890-1930. (New 
York: Columbia Univ. Press. 19384. Pp. 316. $2.50.) 

——. Statistical sources for demographic studies of greater New York, 
1920, (New York: Columbia Univ. Press. 1984. Pp. 867. $2.50.) 

Lormer, F, and Osnorn, F. Dynamics of population: the social and biologi- 
cal significance of changing birth rates in the United States. (New York: 
Macmillan. 1934. $4.) 

Nava, S. Prime linee di una teoria dell’ espansione e della colonizzazione. 
‘Siena: Circolo Giuridico della R. Universita. 1934. Pp. 86.) 

Penrose, E. F. Population theories and their application, with special refer- 
ence to Japan. (Stanford Univ., Calif.: Food Research Inst. 1934. Pp. 
xiv, 347, $3.50.) 

Wurney, J. S., editor. Death rates by occupation, based on data of the U. S. 
ee Bureau, 1980. (New York: Nat. Tuberculosis Assoc. 1934. Pp. 32. 
91.) 

cen statistics, 1930. 31st annual rep. (Washington: Supt. Docs. 1934. 

p. 667. 80c.) 

Mortality statistics 1931 and 1982: selected tables. (Washington: Supt. Docs. 
1934. Pp. 108. 20c.) 

Population : fifteenth census of United States, 1930. Vol. 2. General report, 
statistics by subjects. (Washington: Supt. Docs. 1933. Pp. vi, 1407. $2.75.) 

Statistical report of infant mortality for 1933, in 985 cities of the United 
States. (New York: Am. Child Health Assoc. 1934. Pp. 30.) 
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Social Problems and Reforms 
The Idea of National Interest: An Analytical Study in American For. 
eign Policy. By Cuartzs A. Bearp with the collaboration of G. 1 
E. Surrn. (New York: Macmillan. 1984. Pp. vii, 588. $8.75.) 

The task Professor Beard sets himself in this volume is to inquire into 
the meaning of t! hrase “national interest,” as employed in the field 
of international ré s. Naturally he finds the phrase used vaguely, 
without any clea: meception as to what constitutes an interest or 
whether or not it onal. The treatment is historical and descriptive, 
with a view to s! ¢ what has happened, rather than what may be 
made to happen u h a formula. In a second volume “an effort wi! 
be made to construct a consistent and tenable philosophy of national 
interest.” 

He, of course, finds the idea of national interest playing an impor- 
tant part in the formation of the more perfect union, and it was the 
decisive ground o1 h Hamilton urged neutrality in 1793. National 
interest had a def yntent in Hamilton’s mind: “It meant a consolida- 
tion of commercial, manufacturing, financial, and agricultural interests 
at home, the pron n of trade in all parts of the world by the engines 
of diplomacy, thi nse of that trade by a powerful navy, the su- 
premacy of the United States in the western hemisphere, and the use of 
military and na sth in the rivalry of nations to secure economic 
advantage for citizens of the United States.” Contrasted with the Macht- 
politik of Hamilton stands the agrarian philosophy of Jefferson which 
viewed agriculture as the fundamental American interest and regarded 
manufactures, finance and commerce inimical to common progress. These 
contrasting ideas itional interest are carried with greater or less suc- 
cess throughout the volume. From the beginning there is foreshadowed 
the implied conclusi« f the closing chapter with respect to alternative 
courses from w! lay America must choose. 

In pursuit of 1 1 interest through territorial expansion two types 
of acquisition are distinguishable, “each under different leadership, mo- 
tivated by distinct | different conceptions of national interest”: con- 
tinental expansio he one hand, for rounding out the national do- 
main, for land 1 tilled by American farmers and planters; and on 
the other hand, ‘es expansion to secure island trade centers, naval 
bases, spheres of trol for the enlargement of trade and investment, 
“sweeping into the American orbit distant lands with alien populations.” 
Beard apparent]; ; a guarded approval of the first type of expan- 
sion “which blended reasonably well with the background of the then 
existing economy ;” the second type, by implication, he condemns. The 


first type he fir nant with the agrarian philosophy of Jefferson: 
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he second with the views of those whose chief interests were commercial. 
t is not made clear why, in the nature of things, expansion for com- 
nercial ends may not be as distinctly in the nation’s interest as expan- 
jon for farms. Such expansion is generally attended with great risks, 
hut it would be difficult to prove, e.g., that England’s wealth and power, 
acceptable to most persons as a proper national aim, have not been en- 
hanced by taking such risks. 

It is with the expansion of commerce through its various phases that 
he doctrine of national interest has been most conspicuously employed. 
Trade policies as interpreted by Beard have been influenced by forces 
already familiar to readers of the Rise of American Civilization. During 
the period of agrarian domination the great aim was mainly to permit 
trade to take its “natural course,” therefore the removal of hampers on 
trade like protective tariffs; but with the downfall of the planters and 
the triumph of industrialism, and, as the country approached maturity, 
a positive policy of trade promotion was developed—greater activity 
on the part of the consular and diplomatic service, “dollar diplomacy,” 
enlargement of the navy, the use of force in backward countries to pro- 
tect commercial and investment interests, the promotion of trade through 
investments and so on. Chapters 7 and 8 describe the “American stake” 
abroad that has been built up under these and other influences. This 
stake consists of our foreign trade, American investments abroad in in- 
dustry and in public bonds, and in addition to these, the war debts due 
the federal government, all built up ostensibly in the national interest. 

Ostensibly, be it said; for there is the suspicion that back of every 
policy put forward as being in the national interest there lurks some 
sectional group or private interest, which some way robs the policy of 
its national character. Thus in the “bare record of American expansion 
certain facts stand out with the stubbornness of mountains rising from 
a plain.” Both types of expansion, for land and for trade, reflected con- 
flicts of interest within the United States. That is true of course. If 
ve had waited for unanimity in such matters we should still have the 
Mississippi for our western boundary. In the section dealing with the 
“Relation of policy to economic realities” the typical fact is brought 
out that Robert Morris, a merchant prince of the time, was interested 
in the East India trade from 1784 on, and that he was a member of 
the constitutional convention which allocated power over foreign com- 
merce to Congress, and that he was in the Senate when the tea duties 
were arranged in 1789, not 1791, for encouraging the East India trade 
vith the purpose of employing otherwise idle American shipping. 

This is a favorite theme with Professor Beard. In his Economic In- 
‘erpretation of the Constitution, he displayed great skill in disclosing 
such “economic realities” and their relation to public policy. Of course 
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the proneness of lentify the public interest with their own has 
long been observed. But t ill important question in the case is whether 
the policies which the powerful “groups” who framed the Constitution 
with full knowledge of “the realities of economic operations and the re- 
lation of public | 0 economic advancement,” did or did not legis- 
late in the public in st when they gave Congress control over foreign 
commerce, arrang ea duties, suppressed state currencies, and 
provided for a revs ) pay interest on their holdings of government 
securities. The world has answered that question in the affirmative. One 
wonders what so tion would issue from a body purged of all 
those who had eco! nterests which would be affected by the laws 
they made. Under a régime of private property, free enterprise, and 
democratic gove1 t the conflict of public and private interest is in- 
evitable. Few ca | Dr. Beard’s graphic account of “national in- 
terest in action” in backward countries like Nicaragua and China (ch. 
6) without the conviction that the common good has been betrayed in 
protecting the int ts of investors and concessionaires. 

Having in mind ‘ splosion of 1929,” Dr. Beard finds that “what 
may be called the official thesis of national interest was rudely shaken 
by inexorable fac vas bluntly challenged by the facts of commercial 
paralysis.” The cor pproved by government had “ended in a devas- 
tating debacle.” I mplication seems to be that a planless, historic, 


foreign policy w! had permitted private interests to promote trade 


4 


by the export of capital on “the simple hypothesis of ever expanding 


foreign loans,” and to promote competing industries abroad and in the 
island possessions, was responsible for the collapse. If, however, the 
breakdown cons “challenge,” it would seem to lie against the 
whole economic s ind possibly that is what was intended. 

In the hearin he Senate Committee on Finance on the sale of 
foreign securities the United States during the boom period, Dr. 
Beard finds am stration of his favorite thesis. The testimony 
“shows all the ban! houses operating mainly as merchants, conserva- 
tive or reckless, c lering each loan on its merits with reference to 
security and prof nd assuming more or less vaguely, where they 
thought at all, t! ns contributed to the prosperity of the United 
States.” That see e a fair statement; they were pursuing the same 
policy for the construction of apartments and office buildings at home; 
that is of the essence of the capitalistic system. According to the rules 
it was no more 1 bent on the bankers with all their vast power, to 
consult the public interest than it is for a scholar to do so when he gives 
forth a book. The system is based on the principle that freedom is in the 
public interest reed of speech and freedom in economic activity, in 
both cases sub}: rtain limitations. The bankers made no pretense 
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of placing loans because they promoted the public interests, but being 
out on the defensive they fell back upon doctrines that have long been 
generally accepted, as to the advantages of foreign trade, the invest- 
nent abroad of “surplus” funds as a means of enriching lenders and 
promoting exports, and as to the desirability of having prosperous coun- 
ries with which to trade. 

These teachings find little acceptance with Dr. Beard. The reader is 
prepared, therefore, for his approval of every indication on the part 
of the new administration, of a “national attitude” in the present crisis. 
Dr. Beard finds in the present situation that “two inherited conceptions 
of national interest are in process of fusion and dissolution. A new con- 
ception, with positive core and nebulous implications is rising out of the 
past and is awaiting formulation at the hands of a statesman as com- 
netent and powerful as Hamilton or Jefferson.” 

G. O. VirtvE 

University of Nebraska 


Economics of Household Production. By Marcaret G. Rei. (New 
York: Wiley. 19384. Pp. viii, 408. $3.00.) 

This volume is another of the flood of books whose purpose seems to 
be to justify the ways of women to society and to raise the question 
whether women have a right to exist and why. It is, in the main, an 
argument for the defense. Making no great effort to adjust themselves 
to almost cinematographically changing social conditions or to bring 
pressure to bear that the social system shall give more consideration 
to their needs, women as housekeepers are “producers.” The argument is 
historical, social, and economic. The historical shows that the household 
as a productive unit has a noble history and is conditioned by that his- 
tory. The social is a presentation of what the household means today 
in terms of service measured by persons served, lack or non-lack of labor- 
saving devices, location, and standards of living. The third argument 
runs in terms of cost of production. 

The last discussion seems to the reviewer to assume an affirmative 
answer to the most debatable question of all: Should the individual 
household, if economic efficiency be the aim, come into existence? The 
method used in calculating costs in household production is certainly 
open to question, though Miss Reid struggles ably with the task. Given 
the investment of fixed and overhead costs, that is, the set-up of the 
individual household, the problem is not one of efficient nor of low-cost 
production, but of keeping the housewife busy without adding to family 
&xpenses. And this may be a more difficult task than we are willing to 
recognize. As to “spreading the overhead,” the household is tossed be- 
‘ween the proverbial two horns. Greater numbers will achieve lower costs 
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per unit of product, but multiplication of numbers beyond a very nar- 
row limit affects 1 apacity of the household as a home to provide 
other than material goods. It is further quite within the realm of proba- 
bilities that the particular expense added, say by a child, will be greater 
than the decrease ther costs per unit. These would seem to be in- 
herent difficulties those who, like Miss Reid, are interested in dis-™ 
cussing the ratio vi li of the household in terms of economics. If the 
household be a productive unit, it may be that its production is not in 
terms of material goods but in terms of those oft-discussed “other 
values.” 

The technique of computation follows a rather out-of-date “repre- 
sentative firm” type of analysis. It attempts to standardize the con- 
ception of the household by averaging number of persons, space per 
person, hours of lal per week and other items. Such methods do more 
than violence to the facts. No amount of calculation can make the wife of 
the President of City Central of New York, the wife of the coastwise 
longshoreman living along the Bayou in Houston, and the wife of the 
casual cotton picker in the same class either as entrepreneurs or as 
laborers, more than can be done with their husbands. As well try to ana- 
lyze by the same methods retail dry-goods stores, averaging to get a 
standardized concept the “joint on the drag” a few steps from my of- 
fice and Marshall Field’s. If the housewife is a producer, we must have 
a more acute analysis of the individual situation. The housewife is, 
further, not a laborer, at least not in the meaning of the “free economy” 
of the twentieth century. Relationships in the home are relationships 
of status. It might be clarifying to recognize unflinchingly that the nexus 
of family ties lies in the sphere of those lapses into irrational behavior 
which are allowed to the most economic of men. 

The reviewer feels that there is a certain futility in writing a book on 
the subject-matter discussed. Why attempt, by meticulous price calcu- 
lations, to drag into the economic realm an institution whose greatest 
value as well as atest failure lies elsewhere? In our homes we are 
neither slaves of the machine nor puppets of the price system. The major 
question is, can we gather enough income by our extra-household ac- 
tivities to warrant our having a home without an undue burden of care? 

The question of the economics of household production would seem to 
lie ab initio, though Miss Reid has written an interesting and in man) 
places thought-provoking textbook. But if the student follows through 
the lines of thought suggested, the book will have a decreasing use, 4s 
will many buildings now dedicated to the study of the arts of house- 


hold productioz 
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ovide jraixs, W. E., Frrepricn, A, A. and Wycxorr, V. Economic problems of the 
roba- New Deal. (New York: Crofts. 1934. Pp. 96. 85c.) 

Contains chapters on “The embattled farmer” ; “The growing labor con- 
eater fict”; “Money manipulation”; “Controlling the sale of securities”; “To- 
be in- ward monopoly” ; “The plight of the consumer” ; “Toward government own- 
1 dis- § ership of the railroads” ; ““T'axes, who shall pay?” ; “Our changing economic 
if the system.” 

ot in Beas, A. F. T'he evolving house. Vol. Il. The economics of shelter. (Cam- 
other bridge: Mass. Inst. of Technology Press. 1984. Pp. xxxvii, 605. $4.) 

Bence, A. A., Jr., and others. America’s recovery program. (New York: Ox- 

ford Univ. Press. 1984. Pp. 253.) 

Based on the William J. Cooper Foundation lectures delivered at 
cOon- Swarthmore College, October 22—-December 10, 1933. Contains re- 
@ per covery program,” by John Dickinson; “New strength from the soil,” by 
more Rk. G. Tugwell; “How codes are made,” by A. H. Onthank; “Labor under 
the NRA,” by Leo Wolman; “National recovery administration policies and 
the problem of economic planning,” by Alexander Sachs; “Business under 
the NRA,” by H. J. Tily; “American monetary policy and its international 
of the aspects,” by Leo Pasvolsky; “International economic policy,” by W. L. 
or as Thorp; “Banking reform,” by A. A. Berle, Jr. 
) ana-| Biveuam, A, M. and Ropman, S., editors. Challenge to the New Deal. (New 
get a York: Faleon Press. 1984. Pp. 294. $2.50.) 

+ of Bossarnp, J. H. S. Social change and social problems. (New York: Harper. 
1934. Pp. 798. $3.50.) 

: have Cusse, S. U'he economy of abundance. (New York: Macmillan. 1934. Pp. 
ife is, vii, 827. $2.50.) 

lomy” Mr. Chase has again shown his ability to organize and present the fruits 
nships of extensive reading, to describe the sweeping movements of industrial 
merns change, and to criticize incisively the weaknesses of the present industrial 
system. It is effectively done; but it leaves the reader a bit breathless. 
Perhaps Mr. Chase, himself, was a little winded at the finish; for one feels 
that the facts have been presented rather than used. 

A brief, and therefore incomplete, statement of the argument of the 
calcu- book is as follows: Although the productive capacity of industry has in- 
eatest creased some fortyfold since 1830, the standard of living has little more 
ope than doubled, This failure of the standard to keep pace with productive 

; capacity is due to the wastes that are an integral part of the capitalist 
mays system—a system organized to seek “vendibility” rather than “service- 
Id ae ability.” During the century of rapid industrial expansion under the pres- 
care? sure of scarcity, capitalism was an effective system. It built the industrial 
eem to plant. But now that the plant is built and scarcity has given way before 
many potential abundance, capitalism has broken down and must be replaced 
rough by an organization fitted to deal with the social problem of plenty. The 

new order requires a “general staff’ whose function will be to organize 
industry for service rather than for profit. By this means the wastes of 
house- capitalism will be avoided, the standard of living will be raised to cor- 
tespond with productive capacity, economic security will be assured, and 

economic justice attained. 
That the economic order has been, and is, subject to change is generally 
admitted. That capitalism can function only under a condition of rapidly 
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expanding ind | debatable. Certainly, the advantages of careful 
planning are « 5 li ke ly that a “general staff” endowed with 
wisdom and | ort ed by the industrial army could have raised 
the standard « England in 1600, 1700, or 1800, and could have 
established a n which the people of those times would have re- 
garded as al But the whole-hearted codperation of the social] 
group seems as a secure in the present as at any time in the past. 
Where such ur 1 has be en attained, it has been the result of , 
commanding e1 r an ideal far less material, though sometimes 
less wholesom ndance of economic goods, 
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nomic relationships of the two countries, by presenting an economist’s 
yiews about economic nationalism. 

National self-sufficiency is economically undesirable, since it substitutes 
a less efficient for a more efficient distribution of production. But since 
political exigencies make it appear that the trend toward economic national- 
‘sm will likely continue for some time to come, the economist may very well 
turn his attention to the question of accomplishing the transition from an 
international economy to a national economy at a minimum cost. 

A nation with no surplus of capital may develop the necessary diversity 
of means of production by foreign borrowing, meeting interest and prin- 
cipal payments out of the increased production. If that nation has no 
international credit, as Russia today, capital can be accumulated only by 
serious curtailment of consumption, i.e., by a reduction of the standard 
of living. England and the United States, with large foreign investments, 
are most favorably situated with reference to developing diversification. 
These nations may liquidate their foreign loans and use the proceeds for 
internal investment. Such a process, however, means an excess of imports 
over exports to the extent to which the foreign loans are liquidated, and 
it seems probable in the present state of popular and political ignorance 
of economic principles that every effort would be made to prevent such 
an unfavorable balance of trade. 

The author further advocates large public internal borrowing, partly as 
a relief measure, partly as a phase of the program for economic diversifica- 
tion. So long as these public loans are used for the construction of income 
producing goods, their investment publicly is as economically sound as 
similar investment by private business. 

Epwarp W. Montcomery 
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The argument presented here is based on the idea that a country’s pros- 
perity depends solely upon domestic consuming power. The author con- 
tends that increases in wages must keep pace with improvements in the 
efficiency of production in order that ability to consume may be held in 
balance with ability to produce. He proposes that the government establish 
a board which would have the power to fix wages for all workers. He be- 
lieves not only that buying power could be maintained in this way but 
also that the price level, because of changes in cost of production conse- 
quent upon changes in wages, could be held constant. He combines radical 
views on the gold standard with a naive trust in the security of bank 
credit which is based on commercial paper varying “according to the needs 
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I es freedom in international trade but holds that the 
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tly. This result would be accomplished through 
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be added, is an engineer and not an economist. 
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The book is attractive in style and sound in method—without strained 


| the analyses or forced conclusions. It is satisfying in its treatment of capital- 
nd ism, the depression, and recent public policy. Yet in the end the only pros- 
pag pect offered the reader is a continuation of gradual economic change, with 
orn another breakdown in capitalism “perhaps not for another generation or 
_ two,” and possibly thereafter a new economic order. This conclusion will 


be a little disappointing to some; and because of the very title of the book 
the message may fail to reach those to whom it would be most agreeable. 
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He was economic adviser for the California Social Insurance Commis- 
jon. We are told on page 206 that medical aid under health insurance 
; almost directly opposite to state medicine, for individual practice is 
permitted. 

While the author prefers old-age insurance to old-age pensions, he is 
willing to support whatever may be a step to the more scientific insurance 
method. He shows this same reasonableness throughout the book. Arbi- 
trary insistence on the immediate installation of the most scientific sys- 
tem might be the wiser course, the author admits; but long experience in 
the social insurance movement modifies his attitude. 

In his discussion of unemployment insurance Dr. Rubinow has been 
eminently fair in discussing the plans before the American people, par- 
ticularly the Wisconsin and the Ohio plans—the former with its pro- 
vision for individual reserve accounts, the latter with more socialized 
merging of the funds. 

Possibly, he overlooked two explanations of the development of the 
individual account plan in Wisconsin and the birth of the Wisconsin 
system. First, it should be noted that in addition to advocacy of em- 
ployer responsibility by Professor Commons, the Wisconsin Federation 
of Labor gave its full support to this plan. The workers in America have 
not had experience in Friendly Society insurance to the extent the Brit- 
ish workers have had such experience. Therefore, at the present time 
there is less willingness to have joint contributions. Second, the employers 
of Wisconsin were very much afraid of a plan that was more socialized. 
The individual reserve plan seemed less distasteful. The Ohio socialized 
funds system was referred to as socialistic and communistic. Of course, 
it must be recognized that neither the Ohio plan, nor the British system, 
will cover all of the workers. The ten million who are out of work at 
the present time will not be under any insurance scheme, unless they are 
first given jobs. A very large percentage of the British unemployed are 
not covered by unemployment insurance, but are carried through relief. 

We have not built up any reserve in any way, through employer or 
employee contribution, to cover the risk of unemployment, and it appears 
that the State will have the burden of relief for a considerable period of 
time; and no matter how socialized the unemployment insurance scheme 
may be, the burden of the State for relief purposes will be tremendous. 
However, it is reasonable to expect that a more stable market may be 
realized when the incomes of workers are stabilized. The worker will have 
anet or cushion to break the fall from the regular wage income to relief. 

By following a well rounded social program which covers the different 
hazards of the industrial age, the labor market congestion can be con- 
siderably reduced. Through old-age pensions or insurance the older 
people may be kept off the market. Through accident compensation and 
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in the United States. (Minneapolis: Univ. of Minnesota Press. 1934. Pp. 
viii, 201. $2.50.) 

\Mence, W. O. and Grover, J. W. An introduction to the mathematics of life 

~ insurance. (Ann Arbor: Edwards Bros. 1934. Pp. 105. $2.60.) 

speicuer, P. The logie of life insurance. (Indianapolis: R & R Pubs. 1934. 
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a T. A., compiler. The pension regulations of the Methodist Epis- 
copal church. (New York: Methodist Book Concern. 1934. Pp. 80.) 

4 career in life insurance. (New York: Mutual Life Insur. Co. of N.Y. 1934. 
Pp. 42.) 
Maintenance of rights in course of acquisition and acquired rights under in- 
validity, old-age and widows’ and orphans’ insurance on behalf of workers 
who transfer their residence from one country to another. Internat. Labour 

Conf. 19th sess. (Geneva: Internat. Labour Office. 1934. Pp. 68.) 

National Board of Fire Underwriters: proceedings of the sixty-eighth annual 
meeting, May 24, 1984. (New York: Nat. Board of Fire Underwriters. 
1934. Pp. 164.) 

Unemployment insurance and various forms of relief for the unemployed (sec- 
ond supplementary report). Internat. Labour Conf., 18th sess. (Geneva: 
Internat. Labour Office. 19384. Pp. 11.) 

Workmen’s compensation for occupational diseases: partial revision of the 
convention concerning workmen’s compensation for occupational diseases 
(supplementary report). Internat. Labour Conf., 18th sess. (Geneva: 
Internat. Labour Office. 1934. Pp. 22.) 
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Atsserc, H. G., editor. America fights the depression: a photographic record 
of the Civil Works Administration. (New York: Coward-McCann. 1934. 
Pp. 160. $2.50.) 

Hampson, E. M. The treatment of poverty in Cambridgeshire, 1597-1834. 
Cambridge stud. in econ. hist. (Cambridge, England: Univ. Press. New 
York: Macmillan, 1934, Pp. xx, 808. $5.25.) 

This elaborately documented study of poor-law administration in a single 
county is not designed to throw new light upon the broader outlines of poor- 
law history, whose general features are now well known. The results of 
this study, however, illustrate vividly the importance of adequate knowl- 
edge of administrative practice. The statutes do not tell the whole story. 
The volume is based upon an intensive study of all classes of local records: 
gild records, parish registers, the Day Books of the town of Cambridge, 
records of Quarter Sessions, of various manorial jurisdictions, manuscript 
collections on local history, and a large amount of material from the pub- 
lic records in London, in print or in manuscript. 

Despite this painstaking research, the text shows an unusually discrimi- 
nating appreciation of significant values. We have answers, with vivid 
details, to the queries that naturally arise in respect of poor-law adminis- 
tration, The purposes of the early statutes are freed from various mis- 
leading intrusions of later policies. There is stimulating discussion of the 
basic problems: pauper apprenticeship, settlement and removal, the work- 
house movement of the early eighteenth century, and the later development 
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of the workhou iinistrative organization of the county and its 

subdivisions is t h care, and much light is thrown upon the ac. 

tivities of the ficials. Although this is not the first loca] study 

of this type, tl rlier works are based upon smaller areas or upon q 

smaller mass of ntary material. Miss Hampson’s study is thus the 

most adequate « lume to the general works of Miss Leonard 
and the Webbs; a reader will soon be convinced that no vital -under- 
standing of the p of poverty is possible without some contact with 
the details of tration 

Payson Usner 

Ratzziarr, C. J. 7 navian unemployment relief program. (Philadel- 
phia: Univ. of Pe: nia Press. 1934. Pp. xix, 211. $2.) 

Poor relief laws: existing state legislation, prepared as an aid 
to statutory rez {merican Public Welfare Association. (Chi- 
cago: Pub. Adm . 1934. Pp. 25. 25c.) 
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no. 39. (Chicago: |] n. Service. 1934. Pp. 18. 35c.) 

Socialism and Co-operative Enterprises 
What Marz Rea Veant. By G. D. H. Core. (New York: Knopf. 
1934. Pp. 309. $2.00 

The primary ] the author is neither an exposition nor a 
critique of Marx’ but an attempt to disentangle that of Marx- 
ism which is usefu 1930’s from that which no longer serves. The 
title of the book n efore well have been Cole’s Estimate of What 
Marx Would Say 7 ». His estimate of Marx leads him to believe 
that he would ha ong the first to adjust his opinions to the 
changes both in t! | in phenomena since his death in 1888. Surely 
Marx would have tain doctrines and specific answers, thinks 
Mr. Cole. Eviden , he is of the opinion, which many may not 
share, that Marx | ve continued to use his particular method 
of social analysis. ] Mr. Cole finds in it “clearer light than anywher: 
else by which to s erstanding of the fundamental economic and 
political problems * (p. 4). 

The book consis hen of (1) an exposition of Marx’s dialecti- 
cal method and ma sitions whose function is not only to yield 
an understanding | provide a basis for action and control of his- 
torical forces, and :n application of this organon of theory to con- 
temporary phen England, France, Germany, Russia, and the 
United States. Sp: tations permit only brief comment on two 
points of chief int nportance. 

In his discussi: economic class alignments, Mr. Cole sug- 
gests that the growth of post-Marxian capitalism has brought into being 
a new petite bou ie (including “junior executives,” technicians, 


etc.), alongside of th nts of the old petite bourgeoisie and farm- 
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ers. Moreover, the proletariat in most countries does not, in his opinion, 
constitute a homogeneous class. This circumstance, coupled with the 
fact that the State, especially in England, is looked upon as more or less 
of a benefactor by segments of the middle and lower classes who con- 
tinue to have faith in the parliamentary way, necessitates re-examina- 
tion of the difficult question of the road to socialism. Many hypotheses 
are suggested and the prospects of fascism are examined, granted the 
further disintegration of capitalism and the fact of this modern class 
alignment. The portrayal of the habits of thought of the people belong- 
ing to these various economic classes is insufficient for the purpose in 
hand, that of the use of the dialectical method. Mr. Cole is prone to 
premise, simply, a rational avoidance-of-pain and seeking-of-pleasure 
calculus. What one seeks and fails to find is an analysis of the habits of 
thought of, say, the “exploited” English classes comparable with that of 
America’s underlying population as sketched by Veblen in his Absentee 
Ownership. 

The author’s explanation of why the capitalistic process of profit- 
seeking and investment appears to defeat itself—his explanation of 
capitalism’s basic, inherent contradiction—consists mainly of Marx’s 
own thesis that “overproduction” is inevitable because insufficiently high 
wages are paid workers to buy back what they produce. Here one won- 
ders if Marx would not have re-shaped his analysis in view of the sub- 
sequent work, not only on distribution, but on price movements, invest- 
nent tendencies and dynamic forces in industrial development by, say, 
the “Cambridge School.”? Would he not have endeavored to re-state his 
critique, as Veblen, for example, attempted to state his, on the basis of 
the peculiar de facto situation existing in a particular place at a par- 
ticular period of time? No one will suggest that certain of the results 
of the failure of the system are other than Mr. Cole describes. Nor need 
one in rejecting the Marxian explanation necessarily argue the longevity 
of capitalism or the disutility, in and for the period which gave it birth, 
of the Marxian method of social analysis. 

Gustavus TUCKERMAN, JR. 

New York University 

NEW BOOKS 


Graziapet, A, La rente de la terre (critiques aux théories de Marz). (Paris: 
Ed. Rieder, 1934. Pp. xiv, 188. 20 fr.) 

Henverson, F. The case for socialism. Rev. ed. (Chicago: Socialist Party 

_ Nat. Headquarters. 1934. Pp. 146. 25c.) 

Sompart, W. Deutscher Sozialismus. (Charlottenburg: Buchholz und Weiss- 

_Wange. 1934, Pp. xvi, 347. R.M. 6.30.) 

oe and the condition of the people. (London: Labour Party. 1934. Pp. 
22. 2d.) 

Socialist Party of America: eighteenth convention, May 30th—June 8rd, 
1434. (Chicago: Nat. Socialist Headquarters. 1934. Pp. 88. 25c.) 
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N, D. J. Practical business statistics. (New York: 
xiv, 529. $3.50.) 
1 with Columbia University and St. John’s Uni- 
serce, have prepared a “practical” text for ‘students 
isiness. The volume makes “‘no pretense to mathe- 
but places the emphasis on application. A consid- 
iternal data furnished by business is used for in- 
references to other treatises are given, and questions 
liscussed. 
at, S. L. Elementary statistics for Indian students, 
lian Press. 1934. Pp. xii, 336. Rs. 6.) 
this text, written by two lecturers in economics of 
lie in the adaptation of illustrative data to the 
ts of economics, and in the attempt (only partially 
explanations non-technical and non-mathematical, 
.gainst the misuse and over-use of statistical methods 
he whole the book cannot compare with any one 
lable in the field of economic statistics. 
nd volume to follow explains the omission of ade- 
series analysis (called periodicity, interpolation, 
ting) and of all but simple correlation. The ap- 
formal. Occasionally the authors do not seem to 
. of the meaning of the techniques described, ¢.9., 
the harmonic mean. The only algebraic method 
l is the fitting of a third degree “potential” equa- 
lation data, without any recognition of the real 
technique or the dangers inherent. 
low the suggestion by the reviewer, who has had 
sn students in their own city, that the manuscript 
me be submitted for revision by some native 
n, to iron out numerous unidiomatic expressions: 
with English in all their studies, have a right 
to English in all of their texts. 
Wirth F, Fercer 


ction to statistical analysis. (New York: Har- 


285. 


ns to present the standard topics of statistical 

ch will enable the beginner to acquire not only 

he more simple statistical measures but also a 

\f the reasoning which underlies them. Simple 

principal formulae have been included in the 

of the more inquiring students. The mathe- 

11 methods have been made less terrifying for 

. simple notation, a feature of considerable im 
textbook. 


idents are apt to ask, and instructors too, has 


774 
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been left unanswered. The author gives no hint anywhere that the outlook 
of the men who developed many of the variations of standard methods in- 
cluded was colored by their experience with calculating machines and their 


York: knowledge that the computers in statistical departments are on the pay- 
rolls. Short-cut methods have been neither justified nor explained in the 

3 Uni- light of their practical applications. 

adents Among the minor defects are a stilted treatment of the harmonic mean 

nathe- and a too limited discussion of charts. The logarithmic family of charts 

‘onsid- has been completely disregarded. 

E. B. Dave 

>stions 


Surtu, J. G. Elementary statistics: an introduction to the principles of sci- 
entific methods. (New York: Holt. 1934, Pp. x, 517. $3.50.) 


dents, Vinci, F. Manuale di statistica: introduzione allo studio quantitativo dei fatti 
sociali. Vols. I and II. (Bologna: Zanichelli. 1934, Pp. vii, 230; 302. L. 25, 

tics of each.) 

to the These two volumes may be useful to readers of Italian, either as a refer- 

rtially ence handbook on statistical methods as applied to social data, or as a 


atical, moderately advanced textbook. The material includes the logical aspects 
ethods of statistics, distribution tables, graphical representation, averages, dis- 
persion, time series analysis, correlation and also an extended discussion 
of probability. Vinci’s presentation is clear, the calculus is in general not 
f ade- involved, and a number of the many examples are, so far as I know, original 
lation with the author. There is, however, little in either volume that is not al- 
he ap- ready available for English readers. 
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DOCUMENTS, REPORTS, AND LEGISLATION 
Industries and Commerce 


The Department of Commerce has published in its Trade Information 
Series Bulletin No. 818, World Chemical Developments in 1933 and Early 
1934 (pp. 84, 10c.); No. 819, The Balance of International Payments of 
the United States in 1933, by Amos E. Taylor (pp. 102, 10c.); No. 292 (re- 
vised), Sources of Foreign Credit Information, fifth revision, 1934 (pp. 56, 


5e.). 


In the Trade Promotion Series has appeared No. 152, Trading under the 
Laws of Mexico, by M. H. Ramirez (pp. 187, 15c.). 


The United States Tariff Commission has published an exhaustive bib- 
liography of The Tariff: A Select List of References (pp. 980, $1.). The 
general grouping is under the following heads: theory, 140 items; history, 
policy and practice, 2,612 items; administration, 560 items; legislation, 951 
items; economic aspect, 1,558 items; tariff controversy, 482 items; local pro- 
tectionism, 48 items; general bibliography, 55 items; debate material, 9 items. 
In the appendix is a list of congressional and departmental] documents, re- 
ports, bills and resolutions covering 7 pages. The author index and subject 
and title index are very full, covering 373 pages. 


Public Finance 


During the past few months the Bureau of Census has been issuing in 
mimeograph form studies of tax levies and tax delinquencies by counties 
and states and specific tax delinquency on types of property in 50 selected 
cities. This inquiry was begun as C.W.A. Project F-40. The release for 
August 81 shows the trend in property tax delinquency, 1929 to 1933, for 
all states; and the release for August 23 summarizes the property taxes in 
13 cities of over 500,000 population delinquent January 1, 1934. 


Senate Document No. 124, 78rd Congress, 2nd Session, deals with Na- 
tional Income, 1929-32, containing the report of the Acting Secretary of 
Commerce under date of January 3, 19384 (Washington, Supt. Docs., pp. 261, 
20c.). This report was prepared by the Division of Economic Research, Bu- 
reau of Foreign and Domestic Commerce, in coéperation with the National 
Bureau of Economic Research of New York City. Dr. Simon Kuznets super- 
vised the study. 


The Hearings before the Senate Committee on Interstate Commerce to 
amend the Railway Labor act, held in April, 1934, have been printed (pp. 
168). These hearings deal with the bill to “provide for the prompt disposi- 
tion of disputes between carriers and their employees.” 


| 
| 
| 


NOTES 

The forty-seventh annual meeting of the American Economic Associatiox 

will be held in Chicago, December 26-29, with headquarters at the Palmer 
House. The preliminary program has been arranged as follows: 


Wednesday, December 26 
2:30 p.m. Rounp Tas_te CoNFERENCES 
1. N.R.A, Examined—chairman, Robert Hutchins, University of Chi- 
cago 
Papers: Leverett S. Lyon, Brookings Institution, “What Is the 
N.R.A.?”; George Terborgh, Brookings Institution, “N.R.A. and 
Recovery”; Lewis L. Lorwin, Brookings Institution, “The N.R.A. 
and Labor’; Paul T. Homan, Cornell University, “Administra- 
tive Aspects of Industrial Self-Government” 
2. The Rate-Making Problems of T.V.A.—chairman, James C. Bon- 
bright, Columbia University 
Discussion: David E. Lilienthal, and others 
The New Deal and the Teaching of Economics—chairman, William 
H. Kiekhofer, University of Wisconsin 
Discussion: Frank H. Knight, University of Chicago; F. B. Garver, 
University of Minnesota; John Ise, University of Kansas; H. D. 
Gideonse, University of Chicago; W. I. King, New York Uni- 
versity ; E. H. Hahne, Northwestern University ; Walter E. Spahr, 
New York Unive rsity 
8:00 p.m. Firsr Session (joint meeting with the American Statistical As- 
sociation, the American Political Science Association, and the 
American Sociological Society)—presiding officer, Edmund E. 
Day, Rockefeller Foundation 
General Topic: Recent Economic, Social and Political Changes 
Papers: Calvin Hoover, Duke University, “The Paths of Economic 
Change: Contrasting Tendencies in the Modern World”; Wil- 
liam F, Ogburn, University of Chicago, ““Man and His Changing 


~ 


Institutions”; Charles E. Merriam, University of Chicago, “Post- 
War Changes in the Structure and Functioning of Government 


and Some of Their Economic and Social Consequences” 


Thursday, December 27 


10:00 a.m. Rounp TaBLE CONFERENCES 
1. Business Enterprise and the Organization of Production (joint meet- 
ing with the American Statistical Association)—chairman, R. F. 
Heilman, Northwestern University 
Papers: George Soule, editor, The New Republic, “Business Enter- 
prise: Its Present Status, Functions and Limitations, and Tenden- 
cies Shaping Its Development”; Harlow S. Person, Taylor So- 
ciety, “Changes in the Character, Structure and Conditions of 
Production” 
Discussion: Sumner H. Slichter, Harvard University; Ralph E. 


Flanders, Jones and Lamson Machine Company, Springfield, Ver- 
mont; S. M. DuBrul, General Motors Corporation, Detroit 

2. Spending: Its Economic Effects and Fiscal Consequences (joint 
meeting with the American Statistical Association)—chairman, 
Fred R. Fairchild, Yale University 


< 
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Papers: J. M. Clark, Columbia University, “Public and Private 
Spending and the Problem of Maintaining Purchasing Power” ; 
Fred R. Fairchild, Yale University, “The Federal Budget and 
Its Consequences Fiscally Considered”; J. W. Angell, Columbia 
University, “The Federal Budget and Its Consequences Consid- 
ered from the Point of View of the Money Market” 

Discussion: Ray B. Westerfield, Yale University, and others 

Census of American Business (joint meeting with the National Asso- 
ciation of Marketing Teachers) 

Papers: T. N. Beckman, Ohio State University, “Changes in Whole- 
saling price 1929”; John Guernsey, “Changes in Retailing since 
1929”; Mr. Ruff, “The Marketing of Services” 

2:30 p.M. Rounp Taste CoNFERENCES 


2 


1. The United States in a World Economy (joint meeting with the. 


American Statistical Association)—chairman, Ernest L. Bogart, 
University of Illinois 
Papers: Melchior Palyi, University of Chicago, “International As- 
pects of Problems of Production and Trade’’; Arthur Feiler, New 
School for Social Research, “International Movements of Capital” 
Discussion: Simon Litman, University of Illinois, Ralph E. Freeman, 
Massachusetts Institute of Technology, and others 
2. Planning and Control in Agriculture (joint meeting with the Ameri- 
can Farm Economic Association)—chairman, Frank O. Lowden, 
Oregon, Illinois 
Papers: Joseph S. Davis, Stanford University, ““A.A.A. as a Force 
in Recovery”; John D. Black, Harvard University, “Research, 
Planning and Control in Agriculture after Recovery” 
Discussion: Mordecai Ezekiel, U. S. Department of Agriculture; 
T. W. Schultz, Iowa State College; H. R. Tolley, University of 
California 
5:00 p.m. Meetine or Executive ComMITTEE 
8:00 p.m. Seconp Session—presiding officer, Walter Dill Scott, North- 
western University 
Presidential Addresses: H. A. Millis, American Economic Associa- 
tion; Leo Wolman, American Association for Labor Legislation; 
Frederick C. Mills, American Statistical Association 


Friday, December 28 


9:00 a.m.—Bustness MEETING 
10:00 a.m. Rounp Tasie CoNFERENCES 
1. The Commercial Banking System 

Papers: Charles O. Hardy, Brookings Institution, “An Appraisal 
of the American Commercial Banking System”; William F. Gep- 
hart, First National Bank, St. Louis, Missouri, “What Should 
Be Done about Our Commercial Banking System?” 

Discussion: J. W. Bell, Northwestern University; C. A. Phillips, 
University of Iowa; Walter Lichtenstein, First National Bank; 
Chicago, Illinois 

2. The Railroad Problem—chairman, Stuart Daggett, University of 
California 


Papers: Leslie Craven, Washington, D.C., “The Aspects of Coér- 
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dination and Finance”; Herbert E. Dougall, Northwestern Unj- 

versity, “Some Lessons Drawn from European Experience” 
Discussion: L. C. Sorrell, University of Chicago; Leo Sharfman 


University of Michigan; Sidney L. Miller, University of Iowa 


8. Nationalism (Economic History Round Table)—chairman, H. A. 
Innis, University of Toronto 
Papers: Max Handman, University of Michigan, “Tmplications of 
Nationalism and the Industrial Revolution”; Frank H. Knight, 
University of Chicago, “Implications of Nationalism to Economic 
Theory” 


2:30 p.m. Rounp Tas_e CONFERENCES 
1. Investment Banking and the Securities Market (joint meeting with 

the American Statistical Association)—chairman, W. Randolph 
Burgess, Federal Reserve Bank of New York 

Papers: David Friday, Washington, D.C., “Saving and Capital 
Formation and the Organization of Investment Banking”; Rufus 
Tucker, Twentieth Century Fund, “Security Regulation and Spec- 
ulation”; Woodlief Thomas, Federal Reserve Board, “Control of 
the Use of Credit in Securities Markets” 

Discussion: Dean Langmuir, Investment Counsel, New York City, 
and others 


2. The National Income (joint meeting with the American Statistical 
Association )—chairman, E. G. Nourse, Brookings Institution 


Papers: W. L. Crum, Harvard University, “The National Income 
and Its Distribution” ; Clark A. Warburton, Brookings Institution, 
“How the National Income Is Spent”; Morris Copeland, Centra! 
Statistical Board, ‘‘Social and Economic Implications” 


8. International Economic Policies (Invitation Round Table)—chair- 
man, Frank W. Taussig, Harvard University 
8:00 p.m. Tuirp Sression—presiding officer, Leonard P. Ayres, Cleveland 
Trust Company, Cleveland, Ohio 
General Topic: Monetary Stabilization 
Papers: John Williams, Harvard University, “Monetary Stabiliza- 


tion from an International Point of View’’; Lionel D. Edie, Edie- 
Davidson Incorporated, New York City, “Monetary Stabilization 
from a National Point of View” 


Saturday, December 29 


9:00 a.m. Business 
10:00 a.m. Rounp CoNFERENCES 
1. Decentralization of Population and Industry (joint meeting with 
the American Sociological Society )—chairman, Joseph H. Willits, 
University of Pennsylvania 
Papers: M. L. Wilson, Assistant Secretary of Agriculture, “De- 
centralization in the New Deal Program”; John P. Ferris, Tennes- 
see Valley Authority, “Industry’s Stake in Decentralization”; 
Carter Good: Study of Population Redistribution, “The Con- 
trol of Internal Migration” 
Discussion: Louis Hacker, Encyclopaedia of the Social Sciences, 


and others 
2. Coédrdination of State and Local Finance—chairman, S. E. Leland, 
Illinois State Tax Commission 
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Papers: Roy G. Blakey, University of Minnesota, “The Sales Tax”; 
H. M. Groves, University of Wisconsin, “Sharing Revenues be- 
tween State and Local Governments”; H. L. Lutz, Princeton Uni- 
versity, “State Supervision of Local Finances” 

Discussion: N. H. Jacoby, Springfield, Illinois; Mabel L. Walker, 
Tax Policy League, New York City; H. F. Walradt, Ohio State 
University; M. H. Hunter, University of Illinois; R. W. Nelson, 
University of Iowa 

The Relief Aspects of the New Deal and a Unified Program for 
the Unemployed (joint meeting with the American Association for 
Labor Legislation) 

Papers: Corrington C. Gill, F.E.R.A., Washington, D.C., “Relief 
Aspects of the New Deal”; Karl Pribram, Brookings Institution, 
“A Unified Unemployment Program” 

12:00 ms. Meetine or Executive ComMMITTEE 


The following names have been added to the membership of the American 
Economic AssocraTIon since August 1: 


Backman, J., Economies Statistics, Inc., 70 Pine St., New York City. 
Bendiner, I., 1188 Widener Bldg., Philadelphia, Pa. 

Boddy, F. M., 1097 14th Ave., S. E., Minneapolis, Minn. 

Bredin, J. H., 2219 Sherman Ave., Evanston, IIl. 

Coffeen, E. R., 192-06 Hollis Ave., Hollis, N.Y. 

Connor, J. V., 7048 Chestnut St., New Orleans, La. 

Cullen, J. A., 52 S. Second Ave., Mt. Vernon, N.Y. 

Derr, C. H., American Presbyterian Mission, Chenchow, Hunan, China. 
Didzun, O. J., P. O. Box 8008, Wichita Falls, Texas. 

Dunham, S. H., 840 Peralta Ave., Berkeley, Calif. 

Easter, J. B., 406 Avon Dr., Mt. Lebanon, Pittsburgh, Pa. 

Emerich, T. P., Wentworth Military Academy, Lexington, Mo. 

Engquist E. J., Jr., Apt. 408, 1457 Park Rd., N.W., Washington, D.C. 
Galbreath, C. E., 801 E. Main St., Endicott, N.Y. 

Gane, F. H., School of Commerce, Northwestern University, Evanston, IIl. 
Harris, W. R., Salem College, Salem, W.Va. 

Heflebower, R. B., State College of Washington, Pullman, Wash. 

Hinman, A. G., The Principia, St. Louis, Mo. 

Huber, J. R., 204 Law Bldg., Emory University, Ga. 

Huegy, H. W., 419 Commerce Bldg., Urbana, Il. 

Jackman, W. T., University of Toronto, Toronto, Canada. 

Kemmerer, D. L., Lehigh University, Bethlehem, Pa. 

Kusik, J. E., 54 Green St., Augusta, Me. 

Laing, L. L., 909 Sybil St., Ann Arbor, Mich. 

Lanham, L., William Woods College, Fulton, Mo. 

Leiserson, W. M., 8530 Edmunds St., N.W., Washington, D.C. 

Lewis, E. G., 1018 S. 5th St., Waco, Texas. 

McLure J. H., Box 4027, Atlanta, Ga. 

Mead, E. S., Wharton School, University of Pennsylvania, Philadelphia, Pa. 
Pettengill, R. B., Department of Economics, Stanford University, Calif. 
Philipsborn, M. M., Jr., 1008 S. 7th St., Springfield, Ill. 

tiley, H. E., 2100 19th St., N.W., Washington, D.C, 

Shuloff, FE. H., 168 Manhattan Ave., Brooklyn, N.Y. 

Van Arsdell, P. M., 117 Commerce Bldg., University of Illinois, Urbana, Ill. 
Viets, M., Adelphi College, Garden City, L.I., N.Y. 

Welk, W. G., College of St. Thomas, St. Paul, Minn. 

Linke, G. W., 6877 W. 5th St., Los Angeles, Calif. 


The meeting of the Southern Economic Association was held in Chatta- 
nooga, Tennessee, November 9-10. Among the papers announced on the pro- 
gram are the following: “The Urban Development of the South,” Walter J. 
Matherly, University of Florida; “The Effects of Urbanization on Agri- 
culture,” Wilson Gee, University of Virginia; “The Limits of Social Con- 
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trol over Economic Activity,” Mercer G. Evans, Emory University ; “The 
Old Order and the New Deal,” John Dickinson, Assistant Secretary of 
Commerce; “The Tennessee Valley E xperiment,’ ’ Arthur E. Morgan, Tennes- 
see Valley Authority; “The New Deal and Agriculture,” C. M. Allred, 
University of Tennessee; ““The New Deal and Money,” Roy L. Garis, Van. 
derbilt University; ‘““The New De al and Government Finance,” Malcolm H. 
Bryan, University of Georgia; “The New Deal and Prices,” M. D. Ander- 


son, University of Florida; ‘““The New Deal and the Individual,” T. R. 
Snavely, University of Virginia. 


The dinner meeting of the American Statistical Association held in New 
York, September 26, dealt with the general topic, “Public Utility Policy in 
the New Deal.” Among the speakers was David Friday on “Utility Services 
Considered as Dividend [he addresses appear in full in the Annalist of 
October 5, 1934. 

The meeting of November 21 discussed the general topic, “The Growing 


Deficit and the Nation’s Credit.’ 


The Twenty-seventh Annual Conference on Taxation under the auspices 


of the National Tax Association was held in Boston, October 1-5. Among the 
papers presented were: “Review of State Tax Legislation, 1984,” Raymond 
E. Manning of the Legislative Reference Service, Library of Congress; “Re- 


lief for Real Estate through Tax Limitation,’ Adam Schantz, National Asso- 
ciation of Real Estate Boards; “Modifying and Supplementing the General 
Property Tax,” John E. Burton, Institute for Economic Research; “Tax 
Exemptions,” Farwell Knapp, Assistant State Tax Commissioner, Connecti- 
cut; various phases of “State Sales Taxes,” Carl Shoup, Columbia University, 
Alfred G. Buehler, University of Vermont, and Ray L. Riley, State Con- 
troller, California; “The Power of Congress to Delegate Authority to the 
States to Tax Interstate Commerce,” C. L. B. Lowndes, Georgetown Uni- 
versity Law School: report of the Committee of the National Tax Association 
on “Federal and State Tax Relations,” presented by Henry H. Bond, chair- 
man; “Surveving a State’s Tax System,” Roger S. Baldwin, Special Tax 
Commission, Connecticut; “Business Taxes,” Edwin E. Wakefield, Boston; 
“State and Local Tax Relations,” William H. Stauffer, Department of Taxa- 
tion, Virginia; report of the Committee of the National Tax Association on 
“Motor Vehicle and Related Taxes,” presented by James W. Martin, Uni- 
versity of Kentucky, chairman; “Tax Collection and Tax Delinquency,” 


progress report of the Committee of National Tax Association on Tax De- 
linquency, presented by Fred R. Fairchild, Yale University, chairman; papers 
on various aspects of this subject by Eric Englund, United States Department 
of Agriculture, L. D Ww iworth, United States Bureau of the Census, 
L. D. Upson, Federal Emergency Relief Administration, and Paul W. Wager, 


United States Department of Agriculture; “Some Problems in State Taxation 
of Insurance Companies,” K. M. Williamson, Wesleyan University; progress 
report on “Control of Public Expenditures,” of the Committee of the Na- 
tional Tax Association, Harley L. Lutz, Princeton University; “State and 
Local Budget Control,” J. E "Weleda, State Board of Assessment and Re- 
view, Iowa. 

The University of Wisconsin has established in its School of Commerce 
and department of economics a new major in municipal finance and adminis- 
tration leading to the bachelor’s degree. 
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In honor of the sixtieth birthday of Dr. Wesley C. Mitchell of Columbia 
University, seventeen of his former students have prepared a jubilee volume 
of Essays in Economics and Statistics to be published in December. The 
committee which has arranged and edited the volume consists of four of 
the contributors: Paul H. Douglas, Simon Kuznets, Horace ‘laylor and Wil- 
lard L. ‘Thorp. ‘The book is being published by the Columbia University Press. 


Professor Kemmerer of Princeton University, in codperation with the asso- 
ciates of the late Walker D. Hines and a group of expert assistants, has 
prepared the Hines-Kemmerer Economic Survey of the Republic of Turkey, 
in connection with which he spent some time in Turkey. This covers a wide 
field of economic subjects, including agriculture, forestry, minerals, fuel and 
power, industry, foreign and domestic trade, transportation and commerce, 
public finance, labor, currency and banking. Professors Whittlesey and Wright 
of Princeton University accompanied Professor Kemmerer to ‘Turkey and 
assisted in the preparation of the survey. Professor Brown of Princeton Uni- 
versity cooperated in the preparation of the volume on labor. 


A Directory of Organizations in the Field of Public Administration, 1934 
(published by The Public Administration Clearing House, 850 East 58th 
street, Chicago, Illinois, 192 pp., $1) appears in a second and enlarged edi- 
tion (first edition, 1932). It lists and describes 500 organizations of public 
oficials and public employees ; trade, commercial and protessional associations 
interested in problems of public administration. There are also listed more 
than 1,400 state, regional, and Canadian associations. The book differentiates 
between organizations, indicates the specific interests of each, and gives the 
names and prices of periodicals published. 


The Review has received copies of Geneva Special Studies, published by 
the Geneva Research Center (4, rue de Monthoux, Geneva, Switzerland). 
this organization also publishes Geneva, a monthly review of international 
allairs. Detailed information in regard to the activities of this organization 
and its publications may be obtained from Miss Mary Mattison, secretary. 


The H. W. Wilson Company has published, under the auspices of the Ad- 
visory Committee of the Association of Research Libraries Doctoral Disserta- 
tions Accepted by American Universities, 1933-1934. This is financed by the 
American Council of Learned Societies and the National Research Council. 
The titles are classified among the different sciences. (Editor, Donald B. 
Gilchrist, University of Rochester; pp. xvi, 88; $1.00.) 


There has recently been formed a national Economic and Social Planning 
Association under a board of trustees as follows: Lewis L. Lorwin, chair- 
man; George Soule, vice-chairman; M. H. Hedges, secretary-treasurer; 
David C. Coyle; A. F. Hinrichs; Harlow S. Person. The purpose of this 
Association is to study “‘methods for the full utilization of the productive 
resources of the United States to give the American people the highest pos- 
sible material and cultural standard of living.” The official organ of the 
Association is a new monthly, Plan Age. Details as to membership will be 
furnished by the secretary-treasurer, 744 Jackson Place, Washington, D.C. 


The National Library of Peiping, with the support of the Chinese Com- 
mittee of the League of Nations’ Commission on Internationa] Intellectual 


Codperation, has begun the publication of a Quarterly Bulletin of Chinese 
Bibliography. 
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Of similar interest is the announcement that the Kokusai Bunka Shinko ( 
Kai (Society for International Cultural Relations) has begun the publication inst 
of bibliographies dealing with Oriental studies (Secretary, Dr. Setsuichi 
Aoki, 10 Marunouchi 3-chome, Kojimachiku, Tokyo). I 
Doubleday Doran and Company will shortly publish Cotton and the New 
Orleans Cotton Exchange, by James E. Boyle, professor of rural economy at I 
Cornell University. of : 
Mi: 
The University of Denver School of Commerce has acquired a copy of 
the first treatise ever written on double-entry accounting. It is entitled Summa I 
de Arithmetica, Geometria, Proportioni et Proportionalita, and was written Ta 
in 1494 by Lucas Pacioli, a Venetian scholar. This is one of the first books ‘ 
printed with movable 
ret) 
The American Institute of Coéperation announces a reduction in price of in 
the 16 volumes dealing with various phases of the codéperative movement. Bu 
Detailed information may be obtained from Mr. Charles W. Holman, Secre- by 
tary, 1731 Eye Street, N.W., Washington, D.C. firt 
The journal formerly known as the Journal of the American Bankers Asso- 
ciation has changed its title with the October, 1934, issue to Banking. sas 
The Librairie Technique et Economique (17, rue de Constantinople, Paris) | 
has begun the publication of Documentation Economique, a quarterly bib- leg 
liography. The first issue appeared under date of May, 1934 (pp. 45). This 
covers periodical literature in the field of economics, and each entry is anno- | 
tated. The classification is by general subjects, subdivided into countries. pe: 
on 
Dr. L. A. Rufener of West Virginia University died at Boulder, Colorado, on tee 
August 12, 1934. to 
Appointments and Resignations 
Albert Abrahamson, assistant professor of economics at Bowdoin College, a 
is on leave of absence during the current year while engaged upon special in 
investigations for the Bureau of Labor Statistics. C, 
( 
Leonard P. Adams has resigned as instructor in tl epartment of eco- co 
nomics at Cornell University to become instructor at Colgate University. 
Ruth Allen has been granted a four months’ leave of absence from the in 
University of Texas for the purpose of supervising cost of living studies for 
the Bureau of Labor Statistics x 
Paul E. Alyea, who has been teaching at the University of Illinois for of 
several years, and who received his doctor’s degree from that institution at 
last August, is teaching at the University of Alabama. 
G. R. Anderson is a teaching fellow in the department of economics at tt 
the University of Michigan. 
George W. Anderson has been in charge of the motor traffic division of the 
Illinois Commerce Commission, formulating a statewide policy for the regula 1 


tion of motor carriers. 
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Charles Arthur Annis, who last year held a Brookings fellowship, is an 
instructor in the department of economics at Cornell University. 


Louis Balsam, recently of Harvard University, has been appointed assistant 
professor in the department of economics and sociology at Clark University. 


Russell S. Bauder of the University of Missouri has been granted a leave 
of absence for the college year in order to serve as associate director of the 
Missouri State Employment Service. 


Herbert von Beckerath of Bonn University is lecturer in economics on the 
Tallman Foundation at Bowdoin College during the year 1934-35. 


T. N. Beckman, professor of marketing at Ohio State University, has 
returned after acting as special consultant for the Bureau of the Census 
in connection with the wholesale section of the 1988 Census of American 
Business. He has also served as director of a special investigation conducted 
by the Bureau of the Census with regard to the ability of sound business 
firms to secure loans at the present time. 


Burnham P. Beckwith is instructor in economics at the University of Kan- 
sas during the current year. 


H. P. Bell has been appointed instructor in economics at Dartmouth Col- 
lege. 


Abraham Berglund of the University of Virginia has been engaged for a 
period of three months to collaborate with the Interdepartmental Committee 
on Shipping Policy recently appointed by President Roosevelt. This commit- 
tee is preparing a report dealing with the policy to be pursued with respect 
to that part of the American Merchant Marine engaged in foreign trade. 


Edward Berman of the University of Illinois spent the summer as senior 
economic analyst for the United States Bureau of Labor Statistics, making 
a study of the operations of the Massachusetts system of savings bank life 
insurance. He was also appointed a member of the research staff of the 
Committee on Economie Security to carry on investigations made by that 
committee at the University of Illinois. 


Roy G. Blakey of the University of Minnesota assisted Professor Viner 
in the United States Treasury Department during the summer. 


John G. Blocker, assistant professor of accounting at the University of 
Kansas, is on leave during the first semester to serve as business manager 
of the meat canneries, mattress factories, laundries, and sewing rooms oper- 
ated by the Kansas Emergency Relief Committee. 


Daniel Borth is teaching at the University of West Virginia, taking over 
the work of the late Dr. L. A. Rufener. 


Cheleie C. Bosland has been appointed acting director of research at the 


Brown Bureau of Business Research, Brown University, for the academic year 
1934-35, 


| 
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Russell Bowers is a teaching fellow in the department of economics at the 
University of Michigan 


Robert W. Bradbury of the depertment of business administration at Lop- 
isiana State University spent the summer in Mexico City studying the bank- 
ing system of Mexico. 


R. P. Brooks of the University of Georgia is president of the Southern 
Economic Association 


J. Douglas Brown of Princeton University is acting as consultant on the 
staff of the President’s Committee on Economic Security. 

Philip M. Brown has been appointed instructor in economics at Bowdoin 
College. 

M. H. Bryan of the University of Georgia spent the summer in the Treas- 
ury Department at Washington working on problems in public finance. 

Edwin S. Burdell, formerly director of the Ohio State Emergency School 
Administration and member of the Ohio State Commission on Unemploy- 
ment Insurance, has been appointed associate professor of sociology in the 
department of economics and social science at the Massachusetts Institute 


of Technology. 


Roy J. Burroughs is instructor in economics at the University of Michigan. 

S. A. Caldwell of the University of Texas has been appointed assistant 
professor of economics in the College of Commerce at Louisiana State Uni- 
versity. 

Staunton Calvert is assistant instructor in accounting and statistics during 
the first semester at the University of Kansas. 

John M. Chapman, assistant professor of banking at Columbia Univer- 
sity, has been serving as executive secretary to the Ohio Banking Advisory 
Board in connection with the revision of the state banking clause. 

Morris Chertkov is instructor in business law at the College of Economics 
and Business, University of Washington. 

C. L. Christenson, who has been economic adviser in the Division of 
Research and Planning of the National Recovery Administration during the 
past year, has returned to the staff of the department of economics and soci- 


ology at Indiana University 


Rudolph A. Clemen is president of Whitman College. He was formerly 
on the faculties of Purdue and Northwestern Universities; special lecturer 
in the School of Commerce at the University of Chicago; associate editor of 
The National Provisioner; economist for the Illinois Merchants Trust Com- 
pany; associate director of Armour’s Livestock Bureau; and associate chief 


of the Social Science Division of the Century of Progress Exposition. 
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Clem W. Collins, assistant dean of the University of Denver School of 
Commerce, was elected a member of the Ethics Committee at the Conven- 
“ion of the American Institute of Accountants, held in Chicago October 15-18. 


Morris A. Copeland of the University of Michigan is on leave of absence, 
serving as executive secretary of the Central] Statistical Board. 


Roger B. Corbett has resigned as professor of agricultural economics at 
Rhode Island State College in order to accept a position in the Agricultural 
Adjustment Administration at Washington. He had been on leave for several 
months in order to participate in the work of the AAA. 


Reavis Cox of Columbia University assisted Professor Viner of the United 
States Treasury Department during the summer. 


Earl C. Crockett of the University of North Dakota has been appointed 
assistant professor of economics at the University of Colorado to take the 
place of Martin F. Gaudian, resigned. During the past summer Mr. Crockett 
has been special economist and investigator for the National Longshoremen’s 
Board in San Francisco. 


Wilfrid H. Crook has resigned from the faculty of Bradford Junior Col- 
lege, Massachusetts, to accept the position of assistant professor of sociology 
in the Bucknell University Junior College at Wilkes-Barre. 


G. R. Crosby has been granted leave of absence from Dartmouth College 
for the first semester and is working with the Committee on Economic Se- 
curity at Washington. 


Lauchlin B. Currie has resigned from his instructorship in economics at 
Harvard University to serve as special investigator for the United States 
Treasury Department. 


C. E. Dankert has been promoted from the rank of instructor to that of 
assistant professor of economics at Dartmouth College. 


J. S. Davis, a director of the Food Research Institute at Stanford Uni- 
versity, has sabbatical leave for the academic year 1934-35, during which 
time he will spend the autumn at the Brookings Institution, continuing his 
collaboration on the Brookings project for studying operations under the 
Agricultural Adjustment act. 


Walter Daykin is taking the place of Professor Dale Yoder at the Uni- 
versity of Iowa. 


Joel P. Dean, who was acting assistant professor in the School of Busi- 
ness Administration of Indiana University during the second semester of 
the year 1933-34, has been appointed assistant professor of economics and 
sociology at that institution. 


‘ Walter H. Delaplane has been appointed instructor in economics at Duke 
niversity, 
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William H. Glasson of the economics department at Duke University has 
been appointed by Governor Ehringhaus of North Carolina as a member of 
the North Carolina State Commission on Unemployment Insurance. 


Frank D. Graham of Princeton University was recently in Cuba as a 
member of the Comision de Asuntos Cubanos, studying the economic and 
social life of the island. 


Harold M. Haas has resigned his instructorship in the College of Economics 
and Business at the University of Washington to accept an instructorship 
at the University of Minnesota School of Business Administration. 


Eugene T. Halaas, formerly instructor in economics at Drake University, 
has been appointed assistant professor in Economics in the University of Den- 
ver School of Commerce. 


James K. Hall has been promoted to the rank of professor in the College 
of Economics and Business at the University of Washington. 


W. Scott Hall of Johns Hopkins University has joined the staff of the 
economics department at Allegheny College, Meadville, Pennsylvania. 


William T. Ham has leave of absence from Harvard University to assume 
the duties of chief of the Labor Division of the Agricultural Adjustment 
Administration. 


Thomas R. Hamilton is on a year’s leave from his position as associate 
professor of statistics at the Agricultural and Mechanical College of Texas 
for the purpose of graduate study at the School of Business of Columbia 
University. 


Alvin H. Hansen of the University of Minnesota is in the State Depart- 
ment assisting Mr. Francis B. Sayre in connection with negotiating recipro- 
cal treaties. 


Frederick K. Hardy, formerly of the University of Wisconsin, has been 
appointed associate professor of marketing at the University of Texas. 


David M. Harrison has been appointed instructor in economics at Duke 
University. 


Everett D. Hawkins returned to Princeton University after a summer 
in the office of the Federal Coérdinator of Transportation. 


H. M. Heckman of the University of Georgia has recently been made 
chairman of the State Board of CPA examiners. 


A. Ford Hinrichs of Brown University has been granted leave of absence 
for the academic year 1984-85 and has been appointed chief economist of 
the Bureau of Labor Statistics, United States Department of Labor. 


H. E. Hoagland, professor of business finance at Ohio State University, 
has been appointed a member of the Federal Home Loan Board. He has 
been granted a year’s leave of absence from his university work. 
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Jacob H. Hollander of Johns Hopkins University acted during July ang 


August as impartial chairman of the Baltimore Labor Relations Panel. 
Paul T. Homan has been granted leave of absence from the department 


of economics at Cornel] University and will spend the year 1934-35 at the 
Brookings Institution 


Stanley E. Howard has been made chairman of the economics department 
at Princeton University 


French Hyer has resigned as instructor in agricultural economics at Rhode 
Island State College to CCE pt an appointment in the Agricultural Ad just- 
ment Administration at Washington. 

C. L. James, associate professor of economics at Ohio State University, 
has been given a year’s ve of absence to act as economist for the Federal 


Tariff Commission. 


Michael J. Jucius is acting as instructor in accounting in the place of 
Leslie T. Tupy at the University of Kansas during the present academic year. 

Slade Kendrick has been granted leave of absence for the academic year 
1934 from the department of economics at Cornell University and is with 
the AAA. 

Fred O. Kiel is on a temporary appointment as assistant instructor in 
economics at the University of Kansas. 

Delos O. Kinsman, who since 1926 has been head of the undergraduate 
department of economics at the American University, has recently been ap- 
pointed also head of the graduate department. 

Joseph G. Knapp, on leave from North Carolina State College, has joined 
the staff of the Codperative Division of the Farm Credit Administration as 
senior agricultural economist in charge of research, service and educational 
work with agricultura] coéperative purchasing associations. 

B. W. Knight has been promoted from assistant professor to professor 
of economics at Dartmouth College. 

Fred Koller of the University of Minnesota assisted Professor Viner of 
the United States Treas Department during the summer. 


Leonard R. Koser is « ved in the research department of the Electric 


Farm Home Administration at Chattanooga, a subsidiary of the Tennessee 
Valley Authority. He is studying the problem of demand and increase in 
consumption in the Tennessee Valley area. 

Edwin Ashley Lamke has accepted an appointment as statistician for the 
Tennessee Valley Authority, for which he resigned from the staff of the 


Brookings Institution. 


Ernest G. Lewis is assistant professor of economics in Baylor University. 
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s, P. Langhoff is doing research in connection with the National Power 
Policy Committee. He is working on the formulation of a national power 
nolicy and investigation of power possibilities of the various water-sheds in 
‘ye United States. 


Joseph Stagg Lawrence of Princeton University, financial writer for the 
New York Herald Tribune and economic editor of the Review of Reviews, 
has become associated with the staff of the publicity committee of the New 
York Stock Exchange. He will engage principally in research. 


William R. Leonard has resigned as instructor in economics at Cornell 
University to accept a position with the Central Statistical Board in Wash- 
ington. 


Richard A. Lester returned to Princeton University after a summer as- 
isting in a special study on money and banking under Professor Jacob 
Viner’s direction in the United States Treasury Department. 


Ben W. Lewis of Oberlin College is economic adviser to the technical di- 
rector of the Consumers’ Advisory Board during a leave of absence from 
Oberlin. 


F. A. Linville has been appointed instructor in economics and industrial 
society at Dartmouth College. 


William W. Lockwood, Jr., assistant professor of economics at Bowdoin 


College, is spending the present year in Washington, D.C., on a research 
project. 


Arthur N. Lorig has been appointed instructor in accounting at the Col- 
lege of Economics and Business, University of Washington. 


Harley L. Lutz of Princeton University made a report during the summer 
on the tax system of Maine for a special legislative committee. 


David A. McCabe of Princeton University, who was chairman of the 
Newark Regional Labor Board until the recent reorganization of the Re- 


sional Labor Boards, is one of the public representatives on the Philadelphia 
Regional Labor Board. 


H. L. McCracken of the University of Minnesota has been invited to 
Louisiana State University as professor of economics and director of gradu- 
ate work in the College of Commerce. 


Emmett B. MeNatt has resigned from his position at Cornell University 
to become assistant professor of economics at Alfred University. 


August Maffry has been granted leave of absence for the year from Dart- 
mouth College and is doing research in monetary problems at Washington. 


S. B. Mead is a teaching fellow in the department of economics at the 
University of Michigan. 
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J. H. Patterson, assistant professor of economics at Washington Square 
College of New York University, is teaching Professor Homan’s courses 
n trusts and public utilities this year at Cornell University. 


Harlow S. Person, lecturer in business administration at Columbia Uni- 
versity, has been serving as a member of the Water Resources Section of 
the National Resources Board, engaged in formulating a long-run plan of 
yse and control of the water resources of the United States in all their 
phases. 


H. Edwin Peters of Johns Hopkins University acted as secretary of the 
Baltimore Labor Relations Panel during the summer. 


Howard S. Piquet, assistant professor of economics at New York Uni- 
versity, has been granted a year’s leave of absence and is serving as economist 
on the staff of the United States Tariff Commission. He is also giving a course 
in economic theory at the Graduate School of the American University. 


William F. Pokorny has been appointed to an instructorship in business 
,dministration at the University of Texas. 


Stanley W. Preston of the University of North Carolina has been appointed 
sssistant professor of economics for this year in the College of Commerce at 
Louisiana State University during the absence of Dr. Stevens. 


L. P. Rice has been promoted from assistant professor to professor of eco- 
nomics at Dartmouth College. He has leave of absence for the first semester 
to engage in research for the Tariff Commission. 


Robert Rockafellow has been promoted from instructor in economics to 
assistant professor of economics at Rhode Island State College. 


Earl Rolph is an instructor in the department of economics at Cornel] 
University. 


Kenneth W. Rowe, formerly professor of economics at Ottawa University, 
Ottawa, Kansas, has joined the staff of the University of Denver. 


Leonard H. Russell has been promoted from graduate assistant in eco- 


nomics to the rank of assistant instructor in economics at Rhode Island 
State College. 


George W. Sanford, formerly a member of the staff of the department of 
economics at the University of Illinois, is teaching at Case School of Applied 
Science in Cleveland. 


R. J. Saville of the Agricultural Experiment Station has been appointed 
associate professor of agricultural economics at Louisiana State University, 
to handle the courses taught by Dr. Thompson. 


_Louis Shere of Columbia University assisted Professor Viner of the 
United States Treasury Department during the summer. 
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Murray W. Shields has been appointed assistant professor and acting head 
of the department of economics and business administration of the Alaska Col. 


lege of Agriculture and School of Mines at Fairbanks, Alaska. 1934 
Carl Shoup of Columbia University assisted Professor Viner in the United W. 
States Treasury Department during the summer. Illin 


Ronald B. Shuman formerly on the staff of the University of Minnesota, : 
has been appointed assistant professor of marketing in the College of Feo. ¥ 
nomics and Business, University of Washington. 

D 

N. L. Smith has been promoted from the rank of assistant professor to of . 
that of professor of economics at Dartmouth College. He has been granted _ 
leave of absence for the year to enable him to continue his work as chairman 
of the New Hampshire Public Service Commission. R 

Unit 

Robert L. Smith of Ob rlin College is an instructor in the department of nt 
economics at Cornell University. Mis: 

Arthur Smithies is a teaching fellow in the department of economics at ™ L 
the University of Michigan Kan 

secu 

Frank A. Southard, Jr., of the department of economics at Cornell Uni- \ 
versity, has been granted a leave of absence for the year 1934-35. He is one = 
of the group organized by the Carnegie Endowment for International Peace 
to study American-Canadian relations. During the second term he will be -” 
with the United States Tariff Commission. 

H. R. Spiegel is a teaching fellow in the department of economics at the as 
University of Michigan | 

Richard A. Staderman issisting Professor Irving Fisher in writing and 

acc 
research on monetary problems. Col 
Ul 

Payton Stapp is a teaching fellow in the department of economics at the 

University of Michigan a 

W. Mackenzie Stevens, professor of marketing at Louisiana State Uni- 
versity, has been given a two-year leave of absence while serving as adviser , 
to the Economic Council of China and professor of codperative marketing at Ur 
the University of Nanking 

Malcolm Stuart, formerly assistant instructor at the University of Kansas, ict 
has returned as instructor for the year 1934-35. his 

th 

Alan R. Sweezy, in tor in economics at Harvard University, has , 

obtained leave of absence for the first half-year to serve as special investi- 
gator for the United States Treasury Department. 
Joseph H. Taggart sociate professor of finance at the University of 


Kansas, has been granted a leave of absence for the year 1984-85 to continue 
graduate study. 
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W. Lou Tandy, who received his doctor’s degree from the University of 
Illinois in June, 1938, is teaching this year at the College of the Ozarks, 
Clarksville, Arkansas. 


William H. Taylor is teaching at the University of Tulsa. 


David J. Teviotdale, associate professor of transportation at the University 
of Kansas, has been given leave of absence for one year to act as assistant 
jirector of the Kansas State Planning Board. 


R. L. Thompson, head of the department of economics at Louisiana State 
University, has been given another year’s leave of absence to continue his 
work at deputy administrator of the Farm Credit Administration for Alabama, 
Mississippi and Louisiana. 


Leslie T. Tupy, associate professor of accounting at the University of 
Kansas, has been granted leave for a second year to continue as chief of the 
securities division of the Kansas Corporation Commission. 


A. R. Upgren of the University of Minnesota is in the State Department 
assisting Mr. Francis B. Sayre in connection with negotiating reciprocal 
treaties. 


Edward R. Van Sant has returned to Pennsylvania State College after 
two years of graduate work at Johns Hopkins University. 


A. L. Walker has resigned his position as professor of agricultural eco- 
nomics at the College of Agriculture and Mechanic Arts of New Mexico to 
accept appointment to a like position in the faculty of Rhode Island State 
College at Kingston. 


Herschel C. Walling, research accountant in the Bureau of Business Re- 
search of the University of Texas, has accepted a position in the Statistical 
Division of the Farm Credit Administration. 


_H. F. Walradt of Ohio State University assisted Professor Viner in the 
United States Treasury Department during the summer. 


_ William G. Welk, head of the department of economics and business admin- 
istration of the College of St. Thomas in St. Paul, Minnesota, has resumed 
his duties after an eight months’ leave of absence as research associate with 


the Commission of Inquiry on National Policy in International Economic 
Relations in New York. 


_Paul Wiers is a teaching fellow in the department of economics at the 
University of Michigan. 


Horace G. White, Jr., of Wesleyan University is an instructor in the de- 
partment of economics at Cornell University. 


Wilford L. White, professor of marketing at the University of Texas, has 


been granted a leave of absence to serve as chief of the Marketing Research 
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and Service Division o1 United States Bureau of Foreign and Domestic 
Commerce. 


K. W. Williams Wesleyan University assisted Professor Viner in the 
United States Tr: Department during the summer. 

E. E. Witte of the 1 rsity of Wisconsin is on leave of absence for the 
first semester to s <ecutive secretary of the President’s Committee 


on Economic Se: 


Brayton F. Wilsou Harvard University has been appointed acting 
assistant professor ance for the current academic year at Ohio State 
University. 


Holbrook Work the Food Research Institute, Stanford University, is 
visiting professor nomics at the University of Michigan. 


Dale Yoder of th rsity of Iowa is visiting professor at the University 
of Minnesota for 1 1934-35. 


McGraw-Hill Books-> 


Federal Securities Act Procedure 
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_ Economics with Applications to 
Agriculture 
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America’s Hour of Decision 
Crisis Points in National Policy 
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In this dynamic and inspiring book Dr. Frank gives a sane, constructive 
survey of the American outlook. The author discusses realistically the 
mass mood, experts in government, regimentation, dictatorship, economic 
nationalism, restriction of output, scientific research, etc. 


Codes, Cartels, National Planning 
The Road to Economic Stability 


By Bruno Burn. 413 pages, $4.00 


A well-known authority presents a thorough treatment of business co- 
operation and its problems. The book discusses the possible future evo- 


lution in the United States, from the Codes to cartels, and thence to na- 


tional planning, with many suggestions in the light of European experi- 
ence, 


Security Analysis 


By BenyJaAMIN GraHAM and Davin L. Dopp, Columbia University. 
Whittlesey House Publication. 725 pages, $5.00. Textbook edition, $4.00. 


A realistic discussion of security analysis from the standpoint of the 
practical investor, giving logical bases for the selection of securities of 
various types, together with an intensive survey of income-account and 
balance-sheet analysis. 


Send for copies on approval 


McGRAW-HILL BOOK COMPANY, INC. 
330 West 42nd Street New York 


Please Mention Tut American Economic Review When Writing to Advertisers 


mber | 
lestic 
n the 
r the 
litte 
cting 
State 
rsity 

| 

: 

| 


eee cross-section of fall adoptions 


MONEY AND BANKING 
IN THE UNITED STATES 


By L. A. RUFENER 


PRINCETON | 

DePauw L 

TOLEDO UNI 

DUKE UNIVE! 

BAKER UNIV! 

WESTERN UNIVERSITY 
KALAMAZO 

MrT. 

MUSKINGUM 

TRINITY COLLIE NN.) 
YANKTON ( 

WELLESLEY Ci 

CORNELL UN 


LABOR 


WESLEYAN UNIVERSITY (CONN.) 
UNIVERSITY OF VERMONT 
UNIVERSITY OF ARIZONA 
UNIVERSITY OF DENVER 
UNIVERSITY OF PITTSBURGH 
UNIVERSITY OF CINCINNATI 
UNIVERSITY OF WASHINGTON 
UNIVERSITY OF WEST VIRGINIA 
UNIVERSITY OF NORTH CAROLINA 
UNIVERSITY OF CALIFORNIA 

( BERKELEY ) 
UNIVERSITY OF SASKATCHEWAN 


$3.50 


PROBLEMS 


IN AMERICAN INDUSTRY 


By CARROLL R. DAUGHERTY 


UNIVERSITY ILA 
( BERKELEY) 

UNIVERSITY O1 JATI 

UNIVERSITY 

UNIVERSITY 

UNIVERSITY 

UNIVERSITY 

UNIVERSITY 

INDIANA UNI 

St. LAWREN 

ALFRED UNIV! 

LOUISIANA S$ NIVERSITY 

WASHINGTON ITY 


TUCK F BUSINES 


(DARTMOUTH COLLEGE) 
OHIO WESLEYA . ITY 
UNIVERSITY OF MARYLA 


UNIVERSITY OF MICHIGAN 
UNIVERSITY OF MINNESOTA 
UNIVERSITY OF PITTSBURGH 
UNIVERSITY OF TAMPA 
UNIVERSITY OF TENNESSEE 
UNIVERSITY OF THE SOUTH 
UNIVERSITY OF TOLEDO 
UNIVERSITY OF TORONTO 
UNIVERSITY OF VERMONT 
UNIVERSITY OF WASHINGTON 
UNIVERSITY OF WYOMING 
New YoOrK UNIVERSITY 
NORTHWESTERN UNIVERSITY 
Notre DAME UNIVERSITY 
RENNSSELAER POLYTECHNIC 
INSTITUTE 


$3.50 


Boston 


HOUGHTON MIFFLIN COMPANY 


New York Chicago 


Dallas Atlanta 


San Francisco 


Pro 


i | 


Please Menti 


sn Economic Review When Writing to Advertisers 


“Cl 
T 
— 


frease weniton LHE AMERICAN ECONOMIC REVIEW Wien Writing to Adverttisers 


Contents for Vol. II, No. 1 
(February 1935) 
EMIL LEDERER 
Problem of Development under Capitalism 
KARL BRANDT 
Population Capacity of Farm Life 


ALFRED BRAUNTHAL 
Types of Adjustment in Relation to Types 
of Economic Structure 


MAX ASCOLI 
The Corporative State 


HANS SPEIER 


Social Esteem 


ALBERT SALOMON 
Max Weber’s Sociology 


66 WEST 12TH STREET 


SOCIAL RESEARCH 


An International Quarterly of Political and Social Science 


PUBLISHED BY THE GRADUATE FACULTY OF POLITICAL AND 
SOCIAL SCIENCE OF THE NEW SCHOOL FOR SOCIAL RESEARCH 


Among other articles to appear in Vol. II 


GERHARD COLM 
The Financing of Unemployment Insur- 
ance and Relief 
ARTHUR FEILER 
Theory of Group Customs Unions 


FRITZ LEHMANN 
The Financing of Fixed Capital 


HANS STAUDINGER 
Problems of Public Utilities 


EDUARD HEIMANN 
Collective Bargaining in a Planned 
Economy 


ALFRED KAHLER 
Measures of Unemployment 


Subscription $2 a year (Canadian and foreign $2.50) 


NEW YORK, N. Y. 


FINANCIAL 
ORGANIZATION 
AND 
ADMINISTRATION 


By W. Mackenzie Stevens, Certified 
Public Accountant, Professor of Market- 


ng and Financial Management, Louisiana 
State University. Formerly, Principal 
Organization Expert, Federal Farm 


Board. 688 pages—Price, $4.00. 


An extraordinarily complete volume, 
mbining a thorough treatment of in- 
ternal financial control and practical 
financial administration with a broad 
training in financial methods. The author 
has had a wide and rich experience as a 
ublic accountant, as a government in- 
vestigator, as an executive, and as an 
economist with trade associations. The 
book contains 700 classified questions and 
200 problems. 
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THE STOCK MARKET 


By 
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HIS « te revision of a standard text that was first published 
ye 1922! t book stric tly down to date in every respect and 
gives a full pict f how the American organized security exchanges 
are conducted t In it Professor Huebner describes with uncom- 
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| market to | terprise and to the individual, but also the in- 
|  tricacies of t nery by which securities change hands, the 
| fundamental f ; which control the prices of securities, and the 
| legal princij res which govern the operation of stock ex- 

changes. Oct pages. $3.50 


D. APPLE TON-CENTURY COMPANY 


35 West 32nd St., New York 2126 Prairie Ave., Chicago 


= 


Please Menti sn Economic Review When Writing to Advertisers 


\| 


| 

| 


cago 


CURRENT ECONOMIC POLICIES 
JosEPH B. HUBBARD, General Editor 


“It brings together an excellent selection of articles by persons most qualified to 
speak on the particular problems, which illustrate matters of policy now under 
discussion. The book should form an excellent adjunct to courses on the prin- 
ciples of economics or even for use with advanced courses on contemporary prob- 
lems or similar things. The matters treated are so controversial that teachers will 
welcome the assembling of authoritative documents which they can put in the 
hands of their students.” E. L. BoGART, University of Illinois $2.75 


PROBLEMS IN ECONOMICS 
WILLIAM H. STEINER, EZRA BOWEN, and CHARLES HESSION 


This new type of supplementary text, designed to bring the basic text up to 
date, contains pertinent and provocative excerpts from recent significant books, 
outstanding case records, Congressional investigations, as well as an abundance 
of stimulating problems and questions which integrate economic principles with 
New Deal practices. $1.50 
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C rofts Texts on APPLIED ECONOMICS by Bye and Hewett 


A thorough (1934) revision makes this the most 
CURRENT up-to-date and useful text on economic problems,— 
thoroughly sound but liberal and critical in spirit, 
ECONOMIC well facts, current na- 
tional and world problems. Widely used with Bye’s 
PROBLEMS PRINCIPLES OF ECONOMICS, and other theory texts. 
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A SHORT HISTORY OF THE NEW DEAL by Louis M. Hacker 
Five chapters on the Roosevelt ge ye | Program, and its results. 
e 


“Invaluable. The best summary of Roosevelt administration and the New Deal,’ 
H. U Faulkner. 


"Fascinating ena attractive—Shows excellent grasp of the philosophy and events of the New 

Deal.’’—Ira B. Cross. $.85 

La NATIONAL RECOVERY PROGRAM by Magee, Atkins, and Stein 

oughly revised September 1934, and still the a brief, inexpensive record of New Deal 

egislation, codes, administrative measures, and results. $.50 

ECONOMIC PROBLEMS OF THE NEW DEAL by Atkins, Friedrich, 
and Wyckoff 


A concise, informative analysis of New Deal problems,—The Embattled Farmer, The Growing 


th r A nflict, Monopoly, Money Manipulation, Plight of the Consumer, Government Owner- 
e 


“A st rprisingly large amount of interesting material, treated from a pocnt philosophical point 
of view. An excellent supplement to any book on principles,""—John Ise. $.60 


LABOR AND THE NEW DEAL by Stein, Raushenbush, and MacDonald 
The status of Labor under the N.R.A., with texts of nine important labor law cases. $.50 
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NEW BOOKS 


OF INTEREST TO THE STUDENT OF ECONOMICS AND BUSINEss 


INSTITUTIONAL 
ECONOMICS 


By John R. Commons 


This vol a scientific, thorough-going introduction to 
the economic thought of the twentieth century underlying the develop. 
ment of co 


ion in control of individual action. The author's 
articipation in this development serves to illumi- 
theory and to show how fundamental ideas work 
defined basic theories with exceptional clarity, 
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m. He has developed for the first time a system- 
iw and economics. Throughout the book he 


forty years 
nate his dis 
out in pract Hi 
showing their |! rical 
present ex 
atic coord 


clarifies the { tal laws and theories of modern economics and 
their relati He provides a more exact understanding of and 
insight int onomic situations, and a comprehensive, scientific 
basis for ana f future developments. $4.00 


MYSELF: AN AUTOBIOGRAPHY 


In this book Professor Commons gives the personal background of 
his economi It is the story of an active, interesting man, 
and a record of portant period in the economic and political de- 
velopment oi intry. $2.25 


LAW IN 


BUSINESS PROBLEMS 


jy Nathan Isaacs 


This new |! based on the well-known work of the same name 
by Schaub ar .cs. It is a combination text, case, statute, and prob- 
lem book ar be especially useful to the student of business. 
It is thorough a mpletely up-to-date. The material is arranged under 


business rat} sal topics. Under each topical head a great deal 


»f useful mate presented: pertinent statutes, numerous illustrative 
vases, legal ] forms, and regulations. $4.00 
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Of Vital Importance! 


THE INVESTMENT POLICY 
OF 
TRUST INSTITUTIONS 


By N. 
Ohio State University 


This new book sets forth in a clear and concise manner, concrete data gathered 
as a result of a comprehensive survey of the investment policies and experiences 
of Trust Institutions, their responsibilities and practices. 

The purpose of this book is as follows: 


1. To show the source and magnitude of investments of trust institutions. 

2. To describe the methods and procedure used by trust institutions investing 
trust funds. 

3. To set forth the legal aspects of trust investing as exemplified in the five 
jurisdictions here presented. 

4. To analyze the investment policies and accomplishments of leading trust 
institutions in five major cities covering 196 testamentary trusts of various 
sizes. 

5. To consider some economic trends and problems of trust investing. 

Carefully documented throughout, this book represents a true contribution to 


the literature in this field. 
320 pages, $4.00 


CAPITAL AND INTEREST 


By M. D. ANDERSON 
University of Florida 


A cLEAR and logical presentation of a new capital-interest theory which the 
+4 author develops from his critical, dispassionate examination of the more im- 
portant current doctrines and theories, in the light of realities and social values. 

In its development many theoretical traditions are overturned and many con- 
clusions at variance with accepted economic thought are reached. Where recent 
advances in government control seem unsound the author speaks out plainly. But 
throughout his purpose is constructive; and for handling the evils and short- 
comings he indicates, he sketches a definite program of public policy that merits 
serious consideration. 

Since the author’s philosophy of capital happily escapes both extremes of 
economic thought on government control of business, his book serves to bridge 
the gap between the two and may well form the starting point for a complete 
system of economic theories more responsive to changing social needs. 

This book is particularly well suited for advanced courses in theory and may 
well be read by all students of economics. 212 pages, $2.50 
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BUSINESS PUBLICATIONS COMPANY 


DAILY NEWS BUILDING 
400 W. Madison St. Chicago, III. 
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NEW HARVARD ECONOMIC STUDIES 


THE ILLINOIS CENTRAL RAILROAD AND ITS COLONIZATION WORK 
By PAUL WALLACE GATES 


Covers so many aspects of middle Western life in the nineteenth century that it 
will be of the deepest interest not only to economists but to students of American 
frontier history, agriculture, immigration, and colonization as well. Harvard Eco- 
nomic Studies, 42. $4.00. 


AMERICAN TREASURE AND THE PRICE REVOLUTION IN SPAIN, 
1501-1650 


By Ear. J. HAMILTON 


For the first time the Price Revolution, which vitally affected the economic life 
of Europe and was one of the most important factors in the decay of mediaeval 
economic institutions and the rise of modern capitalism, is studied in the country 
where it first appeared and presumably was most violent. Harvard Economic Studies, 
43, $4.50. 


GERMAN MONETARY THEORY, 1905-1933 
By Howarp S. ELuis 


This book is unique in that it is the first attempt to present a general synopsis 
of any contemporary foreign literature in monetary theory; the author thus makes 
available in summary form the content of a large literature from which many 
students are debarred by the obstacle of language or time. Harvard Economic 
Studies, 44. $5.00. 


WAGES IN EIGHTEENTH CENTURY ENGLAND 


By ELIZABETH W. GILBoy 


A complete account of the real income of the working classes in England during 
an important period forming the transition to modern industrialism; especially 
valuable are the Tables, in which continuous series of a in the eighteenth 
century are printed for the first time. Harvard Economic Studies, 45. $3.50. 


THE THEORY OF ECONOMIC DEVELOPMENT 
By JosEPH A. SCHUMPETER 


Translated from the second German edition (1911); an attempt at framing a 
purely theoretical description of the nature and mechanism of economic change, 
its motive power, and the phenomena incident to it. Harvard Economic Studies, 
46. $3.50. 


THE SUPPLY AND CONTROL OF MONEY IN THE UNITED STATES 
By LAUCHLIN CURRIE 


The first two sections deal with the concept of money, variations of the money 
supply since the War, the primary economic function of banks, and the present 
efectiveness of control of the supply of money by the Federal Reserve; the second 
Part is devoted to suggestions ies the reform of the monetary system for the 


purpose of enhancing effectiveness of control. Harvard Economic Studies, 47. 
$2.50. 
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ROYAL ECONOMIC 
SOCIETY 


Annual Membership - - - - $5.00 
Life Membership - - - - $50.00 


The Membership Subscription now covers the receipt of 
the following: 


THE ECONOMIC JOURNAL. Quarterly. 

Economic History (about 150 pp.). Annual. 

Statistical Bulletin on Economic Conditions in Great 
Britain. Quarterly. 

Report and Statistical Bulletin on Current Economic 
Conditions in Europe. Annual. 


Special Memoranda. One or Two Annually. 


By joining the Society, all these varied publications, enab- 
ling the reader to keep abreast with the developments of eco- 
nomic science and economic facts in all parts of the world, 


can be obtained for $5.00 a year. 


The Bulletins and Special Memoranda are prepared by the 
London and Cambridge Economic Service with the assistance 
of regular correspondents in the chief European countries. 


Applications for membership should be addressed to: 


The Secretary, Royal Economic Society 
9, Adelphi Terrace, London, W.C.2. 
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